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STATE CONTROLLED HIGHER EDUCATION IN 
VIRGINIA AND THE BUDGETING PROCESS 
1950-1972: A MOVE TOWARD
FORMAL METHODS
CHAPTER I
INTRODUCTION
Background and Purpose 
In many states concern has arisen over rising budgets for 
public higher education since the end of World War II. The demands 
for increased levels of funding, created largely by burgeoning 
enrollments, have placed financial burdens upon state governments and 
have forced the public institutions of higher education to compete for 
funds with other state agencies. Increasingly during these years of 
rising demands, state budgeting agencies have been studying the prob­
lem of allocating resources to public institutions of higher education 
and have established a trend toward more centralized, formalized, and 
rational techniques for allocating funds.^ The locus of the trend 
toward more formal budgeting procedures is not confined to a single 
agency or office, such as the Office of the Budget, the Office of the 
Governor, the legislature, or some other state agency. Rather, it is 
a complex interaction of different agencies or individuals functioning 
in a system or process. The participants and their influence on the 
process vary to the extent that the process must be viewed from a 
broad perspective in order to identify trends.
This trend toward formal methods leads to the question "Is 
the Commonwealth of Virginia following the national trend in budget
1
processes relative to public higher education?" No recent studies
have been made of the Virginia state budget process, and earlier
2
studies have not covered the subject in depth. None has taken the 
broad look at the Virginia state budget process, as was done in this 
study. In 1964, Miller stated the need for this kind of research as 
follows:
Further studies are needed of higher education budgetary prac­
tices and procedures in individual states. Some of these studies 
. . . may attempt to cover both the history and technical form of 
the procedures which are used, but others may be restricted to 
either the technical procedures or the political, social, and 
economic considerations which affect their use. People from dif­
ferent disciplines, with different research orientations, might be 
involved in these studies.^
In line with Miller's description, the present study represents a 
political, historical, and technical description of the budgetary pro­
cess in the State of Virginia. Most other studies in the post-World 
War II era were concerned with the technical forms of budgeting. For 
instance, there are a substantial number of studies describing various 
aspects of "program budgeting" and its application to higher education. 
There are also a number of documents on Management Information Systems,
published by the Western Interstate Commission for Higher Education 
4
(WICHE). WICHE's documents are primarily concerned with the details 
of collecting and computerizing information at the institutional 
levels. These systems apply only indirectly to the overall state bud­
get process and only under conditions where state institutions adopt 
a common approach or system. For example, at least fourteen Western 
states, as members of WICHE, have experimented with management and 
budgeting systems similar to the ones recommended by WICHE. Some of
the problems related to those mentioned at the outset have been 
solved. In other cases, some state coordinating councils have pub­
lished procedures regarding formula or cost budgeting. For instance, 
budgeting officials in Maryland recently published a system of bud­
geting formulae which included the results of a nationwide survey that 
were used to determine the Maryland pattern.^
Taking the basic question "Is Virginia following the national 
trend in state budgeting with respect to public higher education?" an 
hypothesis is suggested. If the Commonwealth of Virginia is following 
the general trend in state budgeting, then the budgeting process will 
incorporate more formal methods to allocate resources.
Research indicated that several common functions appear in 
state budgetary processes throughout the fifty states of the Union. 
These functions appear to be related to four other categories of 
information. The functions are control, management, planning, budget 
review, and program approval. These functions conform to and are 
inclusive of nearly identical functions discussed by several author­
ities in the field of budgeting for higher education, namely, the 
Council of State Governments,^ Miller,^ Berdahl,^ and Schick.^ The 
four categories have been suggested by the observed nature of the 
budgeting. These four categories are philosophy, power, structure, 
and intergovernmental relations. They possess inferential, if not 
causative, qualities related to the functions of budgeting Their 
relative influence may be approximated by either objective and/or sub­
jective inquiry. All these functions and categories are involved in
4the budgetary process and are reminiscent of Wildavsky's definition 
that budgetary process is " . . .  a cyclical system involving the 
translation of financial resources into human purposes. In sum­
mary, a composite statement of the directional hypothesis would read 
as follows: Between 1950 and 1972 budgeting for public institutions
of higher education in the State of Virginia has moved toward an 
increased use of formal methods to allocate resources.
Definition of Terms 
In addition to the term "budgetary process," defined in the 
previous section, the following terms are defined as follows:
"Formal methods of budgeting" will indicate any of the 
following: formula budgeting (as conceived by Miller and as used
by numerous state budget offices), automatic data processing tech­
niques, ratios, numerical costs or standards, management information 
systems, planning-programming-budgeting system (PPBS), program budget 
system (PBS), program and budget system (PABS). In general, the term 
can be viewed as any formal means of assigning numbers as the basis 
for resource allocation in budgeting for public higher education. The 
concept is designed to stand in contradistinction to informal, power 
politics.
"Allocation" refers to the assignment of resources, 
usually funds or monies, based on a comparison of numerical values 
attached to higher educational programs, functions, courses, or 
institutions which are competing for scarce resources. Allocation
extends throughout the time frame of the budget cycle because budgeted 
funds are periodically allocated during the cycle.
Borrowing from Schick, "control" means " . . .  the process 
of enforcing the limitations and conditions set in the budget and in 
appropriations, and of securing compliance with the spending 
restrictions imposed by central authorities." Schick elaborates, "If 
the budget details the allowances for items of expense, the central 
budgeteers will be required, or at least tempted, to monitor agency 
actions in order to enforce the limits." Continuing, "If restrictions 
are imposed on the spending discretion of agencies, the budget power 
will be used to uphold these restrictions."^
"Management" in budgeting implies " . . .  the use of 
budgetary authority, at both agency and central levels, to ensure the 
efficient use of staff and other resources in the conduct of autho­
rized activities." In "management-oriented budgeting, . . . "  
attention is " . . .on agency outputs--what is being done or produced 
and at what cost, and how that performance compares with budgeted 
goals.
"Planning" means " . . .  the process of determining public
objectives and the evaluation of alternative programs." In budgetary
planning, " . . .  central authorities must have information concerning
the purposes and the effectiveness of programs. They must also be
informed of multiyear spending plans and of the linkage between
13
spending and public benefits."
"Philosophy" is defined in this study to include the
6values, beliefs, attitudes, practices, or policies of an individual, 
or group of individuals that tend to support or reject the increased 
use of formal methods for the allocation of resources for public 
higher education.
"Power" refers to the constitutional or statutory author­
ity which supports or rejects the increased use of formal methods to 
allocate resources for public higher education.
"Structure" indicates an agency or group of agencies in 
the government of the Commonwealth of Virginia whose mission--stated, 
implied, or practiced--supports or rejects the increased use of 
formal methods to allocate resources for public higher education.
"Interagency relations" includes the interactions between 
individuals or agencies which support or reject the increased use of 
formal methods to allocate resources for public higher education. 
Interactions may take the form of policies, activities, attitudes, 
values, beliefs, or exercised informal influence.
"Incremental budgeting" implies accepting " . . .  the 
legitimacy of established programs . . . "  and " . . .  agreeing to 
continue the previous level of expenditures." The task is limited 
" . . .  by considering only the increments of change proposed for the
new budget and by considering the narrow range of goals embodied in
14the departures from established activities."
"Budget approval" refers to implied, statutory, or consti­
tutional authority to approve or disapprove proposed budgets.
"Budget review" is subsumed under budget approval and
means an implied, statutory, or constitutional authority to examine 
a proposed budget prior to its incorporation into an official document 
such as the Appropriation Act.
"Program approval" is subsumed also under budget approval 
and an implied, statutory, or constitutional authority to approve or 
disapprove elements of a budget proposed by institutions of higher 
education. A program may consist of one or more academic courses, 
department, school, or activities which exhibit a common purpose.
Methodology
Research has been conducted by three methods: the review of
relevant literature; structured interviews with key personalities in 
the state agencies whose activities are related to budgeting for 
higher education; and, finally, on-scene observation in the Division 
of the Budget. The descriptive, ex post facto nature of this study 
limits the kind of research which can be conducted, and also limits 
some of the power of the design by the inability to randomize the 
selection of subjects and control any development of the hypothesis. 
This kind of research would be characterized as "exploratory" by 
Kerlinger.^ Ultimately, the research will result in a description 
of the progress toward more formal budgeting between 1950 and 1972, 
by noting the changes which occurred in the selected categories.
In a review of the literature, an abundance of materials was 
found in the publications of the State Council of Higher Education for 
Virginia and at the Division of the Budget at the Virginia State
8Capitol. The Virginia State Library in Richmond and Swem Library at 
the Virginia College of William and Mary yielded worthwhile background 
materials. The offices of WICHE, the Southern Regional Education 
Board (SREB), and the Maryland State Council for Higher Education 
(MSCHE) contain still further sources of information.
With respect to observation, the writer spent one month 
working in the Division of the Budget in Richmond during the Summer 
of 1972. The expressed purpose of this endeavor was to collect data 
and to gain insights into the functioning of the Division of the 
Budget with respect to higher education.
Interviews were conducted with persons who were key figures 
in state educational and budgetary processes. In addition to these 
key figures, visits were made to various state agencies that engage 
in important budgetary functions, such as the Secretariate of 
Administration, Secretariate of Education, Comptroller, Auditor of 
Public Accounts, Automatic Data Processing Division, Division of the 
Budget, Division of Engineering and Buildings, and the State Council 
of Higher Education for Virginia.
Overview
It seems appropriate at this point to acquaint the reader 
with the organization of the remainder of the study. Chapter II 
will cover the historical background of budgeting in Virginia, 
dividing subject material into five eras: the colonial,
1607-1776; the ante bellum, 1776-1861; the post Civil War, 1866-1906; 
the reform, 1906-1930; and, finally, the consolidation and
refinement, 1930-1950. The main body of this study, budgeting and 
higher education between 1950-1972, will be contained in Chapter III. 
Chapter III is divided into four sections, conforming to the four 
categories of inquiry: philosophy, powers, structure, and' interagency
relations. Subtopics within each section will be mentioned as the 
text progresses. Chapter IV will contain the conclusions of the
10
FOOTNOTES CHAPTER I
^The bases for these theoretical concepts are echoed through­
out recent literature on higher education. A few of the more note­
worthy authors who have made such statements are listed as follows: 
Robert 0. Berdahl, Statewide Coordination of Higher Education 
(Washington, D.C.: American Council on Education, 1971), p. 13, and
Part II; M. M. Chambers, Higher Education in the Fifty States 
(Danville, Illinois: Interstate, 1970), pp. 8-9, 382-93; L. Glenny,
"State Systems and Plans for Higher Education," in Emerging Patterns 
in American Higher Education, ed. by Logan Wilson (Washington, D.C.: 
American Council on Education, 1965), pp. 86-87, 99; L. Glenny, 
et al., Coordinating Higher Education in the '70s (Berkeley,
California: Center for Research and Development in Higher Education,
University of California, 1971), pp. 1-13, 55-83; John Lafayette 
Green, Budgeting in Higher Education (Athens, Georgia: University
of Georgia Business and Finance Office, 1971), chap. 4; James L.
Miller, Jr., State Budgeting for Higher Education: The Use of
Formulas and Cost Analysis (Ann Arbor, Michigan: Institute of Public
Administration, University of Michigan, 1964), pp. 1, 6, 8-14, 21,
30, 79, 82, 150-55; J. A. Perkins, "The New Conditions of Autonomy," 
in Emerging Patterns in American Higher Education, ed. by Logan 
Wilson (Washington, D.C.: American Council on Education, 1965), 
p. 12; R. E. Rourke and G. E. Brooks, The Managerial Revolution 
(Baltimore, Maryland: Johns Hopkins, 1966), pp. 7, 14-15, and chap. 4;
Logan Wilson, "Form and Function in American Higher Education," in 
Emerging Patterns in American Higher Education, ed. by Logan Wilson 
(Washington, D.C.: American Council on Education, 1965), pp. 29-37.
2
The following references represent nearly all publicly 
listed studies dealing with the State of Virginia budgeting system in 
the twentieth century: Opinion expressed by J. H. Bradford in an
address ("The Budget and Reorganization") at the Institute of 
Public Affairs, University of Virginia, August 12, 1930; J. H.
Bradford, "Salient Features of the Virginia State Budget for the 
Biennium Ending June 30, 1948" (Richmond, Virginia: Division of
Purchase and Printing, March 1, 1947); J. H. Bradford, "State 
Financial Procedure in Virginia" (Richmond, Virginia: Division of
Purchase and Printing, 1928); Commonwealth of Virginia, Governor's 
Office, "Budget Classification of Positions in the State Service" 
(Richmond, Virginia, Governor's Office, August 2, 1939); Commonwealth 
of Virginia, Governor's Office, Division of the Budget, "Classifications 
and Instructions for the Preparation of Budget Estimates 1920-22" 
(Richmond, Virginia: Division of Purchase and Printing, July 1, 1919;
April 1, 1929; July 1, 1939; July 1, 1941; July 1, 1949); Commonwealth 
of Virginia, General Assembly, Virginia Advisory Legislative Council
11
"Comparative Costs at State Supported Institutions of Higher Learning 
to Virginia and Non-Virginia Students" (a report to the Governor of 
Virginia, Senate Document No. 6) (Richmond, Virginia: Division of
Purchase and Printing, 1943); Commonwealth of Virginia, General 
Assembly, Virginia Advisory Legislative Council, "Higher Education 
in Virginia" (a report of the Virginia Advisory Legislative Council 
to the Governor and the General Assembly of Virginia) (Richmond, 
Virginia: Division of Purchase and Printing, 1951); Commonwealth
of Virginia, Governor's Office, Division of the Budget, "Personnel 
Analysis 1954/55" (Richmond, Virginia: Division of the Budget, 1954);
Commonwealth of Virginia, Governor's Office, Division of the Budget, 
"Report of Budget Director Analyzing Personal Service Recommendations 
for 1940-42 in Comparison with 1938-40" (a report to the General 
Assembly of Virginia, House Document No. 17) (Richmond, Virginia: 
Division of Purchase and Printing, 1940); Commonwealth of Virginia, 
Virginia Polytechnic Institute and State University, Office of 
Institutional Research, "State Formulae for Higher Education:
Abstracts of Methods Used in Funding Eleven Land Grant Universities," 
"OIR Series," Vol. V, No. 2 (Blacksburg, Virginia: Virginia
Polytechnic Institute and State University, July 19, 1972);
Commonwealth of Virginia, Governor's Office, Division of the Budget, 
"Statutes of Virginia Relating to the State Budget System and to the 
Duties of the Director of the Division of the Budget" (Richmond, 
Virginia: Division of Purchase and Printing, 1938); Commonwealth of
Virginia, House of Delegates, Committee on Appropriations, "Report from 
the Committee on Appropriations to the House of Delegates" [ as 
required by resolution ] (Richmond, Virginia: House of Delegates,
1914); Commonwealth of Virginia, State Council of Higher Education for 
Virginia, "Chart of Accounts for Virginia State-Controlled Colleges 
and Universities" (Richmond, Virginia: State Council of Higher
Education for Virginia, June, 1972); Commonwealth of Virginia, State 
Council of Higher Education for Virginia, "Public Higher Education 
in Virginia 1958-72" (a synopsis of data and observations) (Richmond, 
Virginia: State Council of Higher Education for Virginia, December,
1957); Commonwealth of Virginia, Virginia State Chamber of Commerce, 
"Virginia Budget System," Document No. 2 (Richmond, Virginia: Virginia
State Chamber of Commerce, 1925); LeRoy Hodges, "Virginia's Budget 
Efficiency," American Industry. XXIV, 5 (December, 1923); Council 
of State Governments, "Budgeting by the States" [ prepared for the 
National Association of State Budget Officers ] (Chicago: Council
of State Governments, 1967); LeRoy Hodges, "Virginia's War Economy 
and the Budget System," reprint from the Proceedings of the Academy 
of Political Science. VIII, 1 (July, 1918) (New York: Columbia
University, 1918); J. W. Sundelson, Budgetary Methods in National and 
State Governments (Albany, New York: J. B. Lyon Co., 1938); E. Lee
Trinkle [ Governor of Virginia ], "Distinctive Features of the Virginia 
Budget System" (Richmond, Virginia: Press of Virginia, State
Penitentiary, 1922-23). [ All quoted titles not accompanied by
underlined publications are booklets. ]
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3
James L. Miller, Jr., State Budgeting for Higher Education: 
The Use of Formulas and Cost Analysis (Ann Arbor, Michigan: Institute
of Public Administration, University of Michigan, 1964), p. 170.
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The following references represent a selected listing of 
studies which may be characterized as either technical in the 
J. L. Miller sense, program budgeting, or management information 
systems. One of the chief proponents of management information 
systems is the Western Interstate Commission for Higher Education 
under whose auspices many studies have been published relative to 
institutional and state budgeting: James Farmer, "An Approach to
Planning and Management Systems Implementation" (Los Angeles: 
California State Colleges, January, 1971) [ booklet ]; L. Glenny, 
et al., Coordinating Higher Education in the '70s (Berkeley, 
California: Center for Research and Development in Higher Education,
University of California, 1971); Paul W. Hamelman, Managing the 
University; A Systems Approach (New York: Praeger, 1972);
W. Z. Hirsch, "Program Budgeting for Education" [ MR-63, U.S., 
Department of Health, Education, and Welfare, Office of Education ] 
(paper presented at the 29th National Meeting of the Operations 
Research Society of America, Santa Monica, California, May 19, 1966) 
(Los Angeles: Institute of Government and Public Affairs, 1966)
[ booklet ]; C. B. Johnson and W. G. Katzenmeyer, Management 
Information Systems in Higher Education: The State of the Art
(Durham, North Carolina: Duke University Press, 1969); J. Keller,
"Higher Education Objectives: Measures of Performance and
Effectiveness," "Management Information Systems: Their Development
and Use in the Administration of Higher Education" (Boulder, Colorado: 
Western Interstate Commission for Higher Education, October, 1969)
[ pamphlet ]; Herman E. Koenig, "A Systems Model for Management, 
Planning and Resource Allocation in Institutions of Higher Education"
[ prepared for Western Interstate Commission for Higher Education—  
American Council on Education Higher Education Management, Information 
Systems Seminar, April 24-26, 1969 ] (Washington, D.C.: The Sterling 
Institute, 1969) [ booklet ]; James L. Miller, Jr., State Budgeting 
for Higher Education: The Use of Formulas and Cost Analysis (Ann
Arbor, Michigan: Institute of Public Administration, University of
Michigan, 1964); State of Maryland, Maryland Council for Higher 
Education, "A Framework for State Budgeting for Institutions of 
Higher Education" (Annapolis, Maryland: Maryland Council for
Higher Education, May, 1971)[ mimeographed ]; Douglas Allen Stuart, 
"The Application of Formula and Cost Analysis Procedures to the 
Budgeting of Academic Departments" (thesis submitted to Michigan 
State University for a Ph.D., Department of Administration and 
Higher Education, 1966); U.S., Department of Health, Education, and 
Welfare, Office of Assistant Secretary (Planning and Evaluation), 
"Planning-Programming-Budgeting" [ guidance for program and financial 
plan ] revised February, 1968 (Washington, D.C.: Government Printing
Office, revised April 17, 1968) [ booklet ]; U.S., Congress, Joint
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Economic Committee, "The Analysis and Evaluation of Public 
Expenditures: The PPB System" (a compendium of papers submitted to
the Subcommittee on Economy in Government of the Joint Economic 
Committee, Vol. 3, Parts V and VI) (Washington, D.C.: Government
Printing Office, 1969) [ booklet ]; U.S., Congress, Joint Economic 
Committee, Subcommittee on Economy in Government, "Innovations in 
Planning, Programming and Budgeting in State and Local Governments:
A Compendium of Papers" (Washington, D.C.: Government Printing
Office, 1969) [ booklet ]; U.S., Congress, Senate, Committee on 
Government Operations, "Planning, Programming, Budgeting" [ hearings 
before the Subcommittee on National Security and International 
Operations of the Committee on Government Operations, 91st Cong.,
1st Session, Part 5, held December 10, 1969 ] (Washington, D.C.: 
Government Printing Office, 1969) [ booklet ]; Western Interstate 
Commission for Higher Education, "Program Budgeting at Micro-U," 
prepared by Robert A. Huff [ a Western Interstate Commission for 
Higher Education Management Information Systems Training Document 
supported by the U.S. Office of Education, Bureau of Research,
Division of Higher Education Research ] (Boulder, Colorado: Western
Interstate Commission for Higher Education, January, 1970) [ booklet ]; 
Western Interstate Commission for Higher Education, National Center 
for Higher Education Management Systems, "Program Classification 
Structure," prepared by W. W. Gulko (preliminary edition, rev.) 
(Boulder, Colorado: Western Interstate Commission for Higher
Education, February, 1971) [ booklet ]; Western Interstate Commission 
for Higher Education, "Outputs of Higher Education: Their
Identification, Measurement, and Evaluation"(papers from a seminar 
held at Washington, D.C., May 3-5, 1970, conducted by the Western 
Interstate Commission for Higher Education in cooperation with the 
American Council on Education and the Center for Research and 
Development in Higher Education at Berkeley) (Boulder, Colorado:
Western Interstate Commission for Higher Education, July, 1970)
[ booklet ]; Western Interstate Commission for Higher Education, 
National Center for Higher Education Management Systems, "Overview 
of the Cost Estimation Model" (Boulder, Colorado: Western Interstate
Commission for Higher Education, April, 1971) [ booklet ]; Western 
Interstate Commission for Higher Education, National Center for 
Higher Education Management Systems, "Micro-U II" (a body of hypotheti­
cal institutional data to be used in National Center for Higher 
Education Management Systems training exercises) (Boulder, Colorado: 
Western Interstate Commission for Higher Education, December, 1971)
[ booklet ]; Western Interstate Commission for Higher Education, 
National Center for Higher Education Management Systems, "Micro-U II 
Chart of Accounts to the Program Classification Structure" [ illustra­
tive Program Classification Structure crossover ] (Boulder, Colorado: 
Western Interstate Commission for Higher Education, April, 1971)
[ booklet ]; Western Interstate Commission for Higher Education, 
National Center for Higher Education Management Systems, "Micro-U II 
Sample Data for the Cost Estimation Model" (Boulder, Colorado:
14
Western Interstate Commission for Higher Education, February, 1971)
[ booklet ]; Western Interstate Commission for Higher Education, 
"Inventory of Educational Outcomes and Activities," prepared by 
Robert A. Huff [ preliminary field review edition, Technical Report 
15 ] (Boulder, Colorado: Western Interstate Commission for Higher
Education, Planning and Management Systems Division, January, 1971)
[ booklet ]; Western Interstate Commission for Higher Education,
"Higher Education Facilities Planning and Management Manuals,"
Manuals 1-7 (Boulder, Colorado: Western Interstate Commission for
Higher Education, May, 1971) [booklets ]; Western Interstate 
Commission for Higher Education, "Higher Education Faculty and Staff 
Assignment Classification Manual," prepared by W. John Minter 
[ National Center for Higher Education Management Systems in 
cooperation with the College and University Personnel Association, 
under contract with the National Center for Education Statistics, 
Contract No. OEC 0-70-4313 (521) ] (Boulder, Colorado: Western
Interstate Commission for Higher Education, June, 1971) [ booklet ].
The following references represent a selected list of recent 
dissertations of which only the abstracts have been reviewed to 
evaluate their content. The abstracts and titles strongly suggest 
the technical nature of the studies in the sense defined by J. L.
Miller: D. E. Bartch, "An Examination of the Implementation of a
PPBS in a Community College" (unpublished Ph.D. dissertation, Wayne 
State University, 1970), Dissertation Abstracts International.
Vol. 32, Pt. 1 (July-August, 1971), p. 192A; G. M. Dunaway, "A Study 
to Develop a Formula for Distribution of State Funds to Junior 
Colleges Based on a Cost of Programs in Selected Junior Colleges" 
(unpublished Ed.D. dissertation, Auburn University, 1969), Dissertation 
Abstracts International, Vol. 30, Pt. 3 (January-March, 1970), 
p. 3672A; W. W. Gulko, "A Generalized Structure for Classifying and 
Costing Higher Education Programs" (unpublished Ph.D. dissertation, 
University of Minnesota, 1970) , Dissertation Abstracts International. 
Vol. 32, Pt. 1 (July-August, 1971), p. 197A; W. R. Jacobs, "An 
Instructional Cost Analysis in the College of Liberal Arts at Arizona 
State University" (unpublished Ph.D. dissertation, Arizona State 
University, 1971), Dissertation Abstracts International. Vol. 32,
Pt. 2 (September-October, 1971), p. 1296A; W. F. McCanna, "College and 
University Planning, Programming and Budgeting: Criteria for Definition
of Programs and Program Elements" (unpublished Ph.D. dissertation, 
University of Wisconsin, 1969), Dissertation Abstracts International. 
Vol. 31, Pt. 1 (July-September, 1970), p. 590A; G. E. Shagory, "A 
Planning Program Budget System Model for a College within a University 
Decision-Making Environment" (unpublished Ph.D. dissertation, University 
of Florida, 1971), Dissertation Abstracts International, Vol. 32,
Pt. 1., No. 12 (June, 1972), p. 6614A; D. R. Witmer, "The Value of 
College Education: A Benefit-Cost Analysis of Major Programs of Study
in the Wisconsin State Universities" (unpublished Ph.D. dissertation, 
Wisconsin State University, 1971), Dissertation Abstracts International. 
Vol. 32, Pt. 2 (September-October, 1971), p. 1308A.
15
State of Maryland, Maryland Council for Higher Education,
A Framework for State Budgeting for Institutions of Higher Education 
(Annapolis, Maryland: Maryland Council for Higher Education, May,
1971), pp. 1-70.
^Council of State Governments, Budgeting by the States 
(Chicago: Council of State Governments, 1967), Parts I-VI.
^Miller, op. cit.. pp. 38-41, 46-47.
g
R. 0. Berdahl, Statewide Coordination of Higher Education 
(Washington, D.C.: American Council on Education, 1971), Part II.
9
Allen Schick , Budget Innovation in the States (Washington, 
D.C.: Brookings Institution, 1971), pp. 3r8.
*^A. Wildavsky, The Politics of the Budgetary Process (Boston, 
Massachusetts: Little, Brown & Co., 1964), p. 1.
^Schick, op. cit.. p. 4.
^ Ibid., pp. 4-5.
13Ibid., p. 5.
14I. Sharkansky, Public Administration (Chicago: Markham,
1970), pp. 56-57.
3^Fred N. Kerlinger, Foundations of Behavioral Research 
(New York: Holt, Rinehart, and Winston, 1964), p. 388.
CHAPTER II
HISTORICAL BACKGROUND
Budgeting in Virginia has existed to one extent or another 
since the early days as a colony. The development of the budgeting 
process has set some precedents for present philosophy, powers, 
structure, and interagency relations. The development of the 
budgeting process during five historical periods will be described 
in this chapter.
The Colonial Period. 1607-1776
A very rudimentary process of budgeting seems to have been 
envisioned by the early founders of the Virginia colony. An early 
charter established the authority of a " . . . treasurer, council, 
and company of adventurers and planters for the city of London for 
the first colony of Virginia."^ The specific mention of a treasurer 
suggests the concern over some formal control mechanism over the 
finances of the new colony. Also, the early governors were charged 
with the responsibility of signing warrants and executing laws pro­
mulgated by two councils— a council of State and General Assembly.
The laws of the two councils were subject to ratification and confir-
2
mation by the company in London. Foundations were thereby laid for 
control and management of budgetary and financial affairs.
The documentation of the statutes at large does not reflect
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much about the development of the system of finances used during the 
colonial period, so inferences must be drawn from other sources and 
from the state of the art at the close of the period. In this regard, 
a rudimentary system had evolved to provide for the payment of public 
debts and raising revenues. The formal emphasis was laid on raising 
revenues by tax laws. Paying public debts seems to have been accom­
plished by ad hoc claims to the treasurer, auditor, or a similar 
office, and few full-time governmental offices were maintained. The 
philosophy of the least governance and least expenditure seems to have 
prevailed. The budgetary process reflected the philosophy, structure, 
powers, and intergovernmental relations of the times and the process 
was informal and largely ad hoc.
The Ante Bellum Period. 1776-1861 
By the time of the Revolution, the experience with finances 
had grown. The State Constitution and Statutes began to reflect a 
higher sophistication. More formal measures appeared. The function 
of auditing was formally provided in the statutes of 1778 and has
3
continued in force until the present time. The specific duties and 
number of auditors performing auditing functions varied over the 
years,^ but, by 1819, two auditors were charged jointly with the 
treasurer to prepare annual reports of receipts and expenses of the 
previous year, make recommendations for taxes and revenues, and issue 
warrants.  ^ The role of the auditor was further enhanced by the 
treasurer submitting an annual list of payments made under the
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authority of the warrants from the auditor. In like manner, the 
auditors' and treasurer's offices were placed under the specific 
supervision of an Executive Committee, which was appointed by the 
General Assembly, but reported to the Governor.** The Executive 
Committee provided continuity of government between legislative 
sessions and may be viewed as the precursor to the executive depart­
ments of government as generally conceived today, although govern­
mental executives were appointed by the legislature during this 
period. The most direct semblance of the modem budgeting process 
can be noted in the duties of the Auditor of Public Accounts, who was 
formally charged in 1818, as follows:
. . .  to digest, prepare, and lay before the General Assembly, 
at the commencement of every session, a detailed report on the 
subject of finance, containing estimates of the public revenue, 
and public expenditures, and plans for improving or increasing the 
revenues from time to time.^
At approximately the same time, elements of higher education 
began to assume a role in Virginia State finance and budgeting. In
Q
1810, a Literary Fund was established to encourage education.
Various monies have been placed in its care over the years, some of 
which have been borrowed by institutions of higher education.
However, proceeds of the Fund were more generally used for elementary 
and secondary education. Over the years, quite regularly the General 
Assembly has appropriated money for this fund. At the same time, the 
General Assembly made special provisions for higher education. In 
1819-1820, provisions were made to reimburse Mr. Jefferson's 
University of Virginia fifteen thousand dollars each year, and, in
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1841-1842, the Virginia Military Institute (VMI), fifteen hundred 
dollars each year.® In earlier acts, monies had been appropriated for 
the purchase of lands (1660-1661) and the upkeep of the College of 
William and Mary, Hampden-Sydney, and others.*®
Even though there appears to be a semblance of a budgetary 
process, examples of the estimates prepared by the First and Second 
Auditors for the fiscal year 1850 indicate how rudimentary the bud­
getary process was at that time in comparison with the budget today. 
The two estimates totaled four pages and consisted of a general list 
of activities divided into expected receipts and disbursements. Since 
executive functions of states were still quite limited, a simplified 
listing seemed adequate for a budget. However, in 1833, a sinking 
fund was established to redeem the State's growing debt. The debt was 
created by the State's heavy investment in railroad, canal, and turn­
pike developments to open her Western lands.
The Post Civil War Period. 1866-1906 
The War between the States (1861-1865) brought new pressures 
to bear on budgeting. Emerson notes that, in 1866, the Virginia 
legislature chose to honor all its ante bellum debts.** Financing 
this debt placed a heavy burden on the State for decades afterward.
The burden of debt left meager margins of revenue to be expended on 
governmental services, especially public higher education. It was 
necessary for state legislators and officials to appropriate monies 
scrupulously until economic conditions for the State improved around
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the turn of the century (1900). During this period, the values of 
efficiency and economy became a revered tradition which has lasted to 
the present day in State budgetary process.
The demands of higher education had not been great prior to 
the War, since the primary beneficiaries of State support had been 
the University of Virginia (1819), and Virginia Military Institute 
(1839). However, the Constitution of 1869, which enabled Virginia to 
reenter the Union, inaugurated new State commitments to public edu­
cation at all levels. It gave the proceeds of the Literary Fund, a 
capitation tax, and mill tax on property to the public free school 
system (elementary and secondary). It also required the development 
of normal and agricultural schools (taking advantage of the Morrill 
Act of 1862), and it reaffirmed the requirement for appropriated 
monies to be authorized by law. These provisions of the Constitution 
forced the legislature to budget for institutions of higher education 
in a different fashion. It became the custom to provide annuities for 
such institutions. As time progressed other institutions of higher 
education were added to the payroll: Richmond Medical College (1866--
later Medical College of Virginia), Virginia Agricultural and 
Mechanical College and Polytechnic Institute (1877), the Virginia 
Normal and Collegiate Institute of Petersburg (1882), the State Normal 
School for Women at Farmville (1884), and the normal school at the 
College of William and Mary (1888).
Some budgetary innovations were introduced to help in the 
financial management of the State. First, in 1871, appropriation
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payments were made to VMI on the basis of one-quarter, one-half, and 
one-quarter of the allocation at corresponding periods throughout the 
budgetary year. Second, in 1886, the Second Auditor was required to 
submit quarterly reports to the Governor regarding the status of the 
State debt and various funds under his care, such as the Literary 
and Sinking Funds. Third, in 1890, payments of appropriations were 
placed on a monthly installment basis. (The monthly installments 
remained the accepted basis until after passage of the Budget Act in 
1918 when quarterly allocations began.) Last, in 1904, the legis­
lature realigned the fiscal year to conform with the appropriation 
year (March 1st to February 28th).
This last measure may have been inspired by the growing 
intensity for fiscal reform, reflected previously in a legislative 
resolution in 1901 establishing a commission to investigate methods 
of handling state monies and recommend a more business-like and uni­
form system. Emerson reports that complaints over duplication and 
inefficiencies in higher education began as early as 1891.^ However, 
the impact of such complaints seemed routine until the absorption of 
the whole College of William and Mary into the system of State- 
supported institutions of higher education [ 1906 ] and establishment 
of the three Normal Schools between 1908 and 1910 (Harrisonburg 
[ 1908 ], Fredericksburg [ 1908 ], and Radford [ 1910 ]).
The Period of Reform, 1906-1930
The period of reform may be viewed as starting with three
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distinctive events: the formation in 1906 of an Auditing Committee of
the State legislature; the first attempt to establish a State 
Accountant; and passage of a Senate resolution to examine fiscal 
management in State institutions. The resolution died in the House 
of Delegates, but indicated the strong sentiments for reform. At the 
next session of the legislature in 1908, the Auditing Committee sub­
mitted its first report recommending the complete reconstruction of 
the State system of accounting consolidated under a competent expert 
accountant in one Bureau of Audit.
Other budgetary measures were transacted in 1908. First, the 
legislature levied the requirement for monthly reports of disburse­
ments of appropriated funds. Then, the General Assembly passed a res­
olution charging the Senate Finance Committee to meet thirty days
before the regular session for the purpose of preparing the appro- 
13priation bill. The Committee was also charged " . . .  to hear the 
heads of various State institutions."^ In effect, the Senate 
Finance Committee served as the executive agent for the appropriation 
(budget) bill. A peculiarity appeared in this resolution, which 
suggests the conservative nature of budgetary and financial thinking 
in Virginia. Only after passage of the main appropriations bill could 
separate bills for increases, salaries, and annuities be introduced, 
so that " . . .  each item . . . may be considered on its merits by 
the General A s s e m b l y . S u c h  special bills were also required to 
be prepared by the Finance Committee. Such procedures further suggest 
a lack of uniformity and overview of the appropriations process.
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However, the resolution indicates a recognition of some of the basic 
problems in budgeting for a modern state.
The reforms continued. In 1910, Governor Claude A. Swanson 
recognized the " . . .  need for a well-equipped accounting department" 
which would be " . . . authorized to prepare a proper and scientific 
system of bookkeeping for the various State departments and insti­
tutions."^ An Act of the legislature was passed on March 14, 1910, 
requiring a uniform system of bookkeeping and accounting to be 
developed under the supervision of a newly-created official, the 
State Accountant.^ The Act constituted an important step in the 
modernization of Virginia's budgetary process. Two more steps were 
taken in 1912; the same Governor encouraged the audit of special 
funds on a regular basis, matching itemized bills with warrants, and,
secondly, initiated a guide for the preparation of the appropriations 
1 8bill of 1912. These steps were also important to budgeting because 
they were designed to bring the accounts into a state of compara­
bility, where comparability would be a keynote to efficiency, economy, 
reduction of duplication, and arithmetic or mathematical allocation 
of resources. The State Accountant noted progress during 1913 and
1914 toward establishing uniform accounting systems in State insti- 
19tutions, Governor Stuart in his inaugural address in 1914,
reiterated the need for a uniform accounting system and an itemization
20of receipts and disbursements.
In higher education, pressures for budgetary reform were also 
being experienced. In 1908, a commission was formed to devise stable
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methods for the maintenance, management, and expansion of educational 
institutions. Although originally charged to report to the legis­
lature in 1910, the commission did not submit its report until 1912. 
Among other recommendations the Commission (named the Virginia 
Education Commission) recommended that institutions chartered by the 
State be supervised by the State Board of Education. It also recom­
mended that the two medical schools (The Medical College of Virginia 
in Richmond and the medical school of the University of Virginia in 
Charlottesville) be united. This union was proposed in the interest 
of closer coordination and elimination of duplication. In 1914, the 
State normal schools at Farmville, Harrisonburg, Fredericksburg, and 
Radford were placed under the supervision of a Board of Virginia 
Normal Schools. The Board was charged with safeguarding the State 
funds and distributing appropriations of these schools in a careful 
and economical manner, and preventing insofar as possible unnecessary 
duplication of work. The Board was also specifically empowered to 
prepare all budgets to be presented to the legislature on behalf of 
the State Normal Schools. The net effect divided the institutions 
of higher education into three groups, with respect to budgeting: 
the normal schools, the independents, and one under the Board of 
Education. This condition lasted until organization reforms in the 
1940s and 1960s.
Also, in 1914, the House Appropriations Committee passed a 
resolution requiring institutions of higher education to submit 
itemized estimates for appropriations, rather than a consolidated
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statement as previously had been the custom. Two years later, 
Governor Stuart again focused attention on higher education and a 
uniform accounting system when he acknowledged the possibility of
on
duplication in institutions of higher learning. These allegations 
led to the reform of 1918, and the emphasis upon efficiency which has 
persisted as a philosophical platform for economy-minded legislators, 
governors, and other public servants from that day until the present. 
The principle of efficiency has undergirded most attempts to modernize 
the budgetary process.
Against this background, Governor Westmoreland Davis cam­
paigned for uniformity and efficiency in administration and recom­
mended the adoption of an "executive budget."23 The governor was 
reinforced by the findings of the Tax Commission in 1914 and the 
Commission on Economy and Efficiency which had been created by the 
General Assembly in 1916.^ In 1918, the Economy Commission recom­
mended that the " . . .  one thing that would do more than anything
else to place the State government of Virginia on a more business-like
25basis would be the introduction of a modern budget system." At a 
later date, Senator Garrett characterized executive budgeting as 
follows:
. . . As an instrument of good government, it has been said 
that the budget is a means of getting before the legislative body, 
which has the control of the treasury, a well-considered plan with 
all the information needed to determine whether the plan should 
be approved before the funds are made available for its execution. 
On the other hand, the budget, as a process of government, is a 
procedure for insuring complete accountability for past grants, 
and for requiring those whose future acts are to be controlled to 
assume full responsibility for preparing, explaining and defending
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their plans and proposals for future grants.^
The Budget Act of 1918
The Virginia Budget Law of 1918 vaulted Virginia into the van­
guard of modem state governments. The budgetary reforms occurred as 
an integral part of a general governmental reform movement at state 
levels. The general movement was characterized by strengthening the 
position of governors as chief executives, making government efficient 
and business-like through the principles of scientific management 
which was then being studied and applied at prominent points in the 
academic and business worlds.
The provisions of the Budget Act and its early refinements 
have circumscribed the budget process in Virginia ever since and have 
significantly influenced the extent to which Virginia developed toward 
formal budgeting methods for higher education. The main features of 
the 1918 Act shed light on the philosophical environment, powers, 
structure, and interagency relations since then. First, the idea of 
a formal budget was clearly precipitated by governors and legislators 
who aimed at economical administration in government. Second, the 
authority and responsibility for preparing and executing the budget 
was vested in the Governor as the chief executive officer, replacing 
the Senate Finance Committee in this regard. Third, the supportive 
and extensive role of the Auditor of Public Accounts (APA) was 
directed on behalf of the Governor, even though the APA was elected 
to office by the General Assembly. The APA was charged with fur­
nishing financial statements and balance sheets of past revenues and
expenditures for the State. Fourth, all state agencies and insti­
tutions were charged with submitting estimates of expenditure to the 
Governor on a biennial basis. Also, estimates were required to be 
itemized in a uniform format, directed by the Governor. Fifth, the 
Governor was charged with presenting the complete financial status of 
the State to the General Assembly along with the budget. Sixth, the 
General Assembly allowed itself the powers to increase or decrease 
appropriations in the interest of economy and efficiency in the 
public service. Seventh, the Governor was charged with surveying all 
agencies and institutions biennially in order for him to possess a 
" . . . working knowledge upon which to base his recommendations to 
the General A s s e m b l y . F i n a l l y ,  the Governor was to provide for 
public hearings on the budget.
The first two formal Budgets and accompanying Budget Bills 
were submitted to the 1920 and 1922 legislatures. The budgeting 
experience during these first two biennia crystallized the need for 
a separate budget staff, which the General Assembly authorized by 
law in the 1922 session, under the encouragement of Governor 
E. Lee Trinkle.
In spite of the hopeful anticipation for the budgetary system 
at its inception, the State Accountant reported in 1919 that various 
departments and institutions had not been following the classifica­
tions of accounts required under the budget law.^® The value of the 
new budget system was being undermined by an " . . . archaic and 
inadequate accounting system and by a somewhat haphazard and
decentralized departmental organization.”^® These conditions accen­
tuated the following defects: inadequate control, inadequate data,
multiplicity of disbursing'agencies, uncoordinated and inadequate pre­
audit procedure, forty-eight departmental bank accounts, no uniform 
rules for revenue payment to the State Treasury, lump sum disbursals 
to spending agencies, unauthorized salary increases, and evasions of 
central p u r c h a s i n g . Recommendations for simplifying Virginia State 
government had been recommended by the Commission on Economy and 
Efficiency in 1918. In 1921, the Virginia Conference on Governmental 
Efficiency had recommended a commission to study the matter further, 
and a commission on simplifying state government was formed.31 
Governor Westmoreland Davis had also recognized these deficiencies in 
1922 and had recommended ” . . .  that a commission be appointed on the 
administrative reorganization of State government in Virginia.
The persistence of these problems precipitated the next wave of major 
reforms which were championed by Harry F. Byrd, Sr., first as a State 
Senator and later as Governor.
State Reorganization of 1928 
As a prelude to the reorganization of state government in 
1928, two studies were conducted. The first study was prepared by the 
Bureau of Municipal Research of New York. The Bureau, an independent 
research organization, had been engaged by the legislative Committee 
on Consolidation and Simplification of State Government to survey the 
organization and management of the State government of Virginia.
Shortly thereafter, a similar report was entered on the public record 
as "The Report of the Citizens Committee on Consolidation and 
Simplification in State and Local Government." The two reports gen­
erally agreed on most measures for reorganizing State government to 
correct the aforementioned deficiencies. These measures included: 
consolidation of the eighty-five- to ninety-five-administrative 
agencies (the two reports differed on actual numbers of agencies) into 
twelve departments, centralization of administratively decentralized 
State bank funds to be controlled by the Treasury, all disbursals and 
revenues of State monies to be controlled by the Treasury, elimination 
of all special revenue funds into the General Fund, establishment of 
preauditing of all disbursements of State monies in the Comptroller's 
Office, establishment of an accrual accounting system to replace the 
extant cash system, establishment of an accounting classification 
system based on numerical identifiers rather than alphabetical identi­
fiers (for expenditures and revenues, to make the system more highly 
adaptable to punch cards and other modem accounting machinery), 
establishment of a quarterly allotment system for budgeted monies, 
reestablishment of postauditing under the control of a reconstituted 
APA and under the surveillance of the General Assembly,^3 establish­
ment of corresponding fiscal and budget periods (July 1— June 30), 
management of state personnel by the Division of the Budget, and 
reduction of the volume of annual reports by the Division of the 
Budget. Not all the suggested reforms could be instituted. For 
instance, the General Assembly balked at consigning all Special funds
to the General Fund. The Special funds consisted of revenues raised 
by agencies during the course of their activities which the General 
Assembly permits the agencies to retain for their own activities, 
hence, special funds are not budgeted for other agencies. Governor 
Byrd reported in 1930 that all special funds had been abolished, 
except gasoline and motor license taxes, and insurance, fish, and 
game licenses.^ Although a Division of Treasury was established 
under a Department of Finance, a Commissioner of Finance was not 
appointed. The net effect of the reorganization centralized financial 
and fiscal control of public monies into the hands of the Governor. 
After the reorganization, the Governor could receive daily reports on 
the cash balance in the State Treasury. He could identify the status 
of revenues and expenditures monthly and control budgetary expend­
itures quarterly through allotments or through capital outlay adjust­
ments. Each of the major fiscal reforms aided the budgetary process 
in some manner.
The powers to effect this monumental reorganization required
legislative action and some Constitutional revisions requiring a
special session of the General Assembly in 1927, more detailed work
in the 1928 legislative session, a referendum in 1928, and further
35refinements in the 1930 legislative session. However, the bulk of 
the reforms had been instituted by March 1, 1928, the effective date 
of the revised accounting system, leaving the Constitutional refer­
endum to change the role of the APA and revise the appropriations year 
to conform to a July-June fiscal year.
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The structural changes, relevant to this study, grouped 
nearly all financial functions under the Department of Finance with 
four Divisions: Accounts and Control, Treasury, Purchase and
Printing, and Motor Vehicles. The Division of Accounts and Controls 
was headed by the newly designated Comptroller and absorbed functions 
formerly performed by the Auditor of Public Accounts. The Auditor 
of Public Accounts was given the postaudit functions of the State 
Accountant, and the office of State Accountant was abolished. A 
Department of Taxation was kept separate to avoid conflict of interest 
between the collectors arid the auditors of revenues. The Division 
of the Budget was retained in the Governor's Office in accord with 
the Citizens Committee Report but in contrast to the Bureau of 
Municipal Research which recommended placing the Division of the 
Budget under the Department of Finance.
So far, the discussion of the 1928 reorganization has centered 
on financial and budgetary developments. However, some noteworthy 
attention was given to higher education. Governor Byrd set the philo­
sophical tone in his inaugural address when he said that,
I will be frank to note an impression [ by the public ] that 
I am not alive to the value of our higher institutions of learning. 
This impression is erroneous . . . But the state can do no more 
than her revenue will permit, and a nice sense of the comparative 
importance of demands for money to each must be exercised. As 
with all other state departments, the schools and the higher 
institutions must be expected to show efficiency in financial 
management, in practical administration, as well as in instruc­
tional service.3°
The emphasis on control and management of institutional finances is
clear. The function of planning is implied at both institutional and
state level In order to economize expenses and optimize use of 
resources. These critical attitudes may have been created by con­
ditions discovered during the investigations prior to the 1927-1930 
reorganizations. One such investigation, the report of the Bureau of 
Municipal Research, had scored the institutions rather severely for 
poor administration and accounting systems, recurring deficits, and 
varied and noncomparable costs per pupil. The Bureau also criticized 
the State for a poor teacher pension program and a fiscal policy which 
rejected bond authorizations for much needed revenue.^ To remedy the 
situation the Bureau recommended that the institutions of higher 
learning be placed under a Board of Education with all other educa­
tional institutions. Although the proposed plan would have allowed 
each institution to retain its respective Board of Visitors, the con­
solidation was expected to bring the colleges under sound fiscal and 
financial control. A different study covering higher education was 
submitted to the General Assembly in January, 1928, as a result of the 
Commission to Survey the Educational System of Virginia. The report 
noted the same discrepancies about administration and management as 
reported by the Bureau. However, their recommended solution was 
different. The Commission recommended that a chancellor of higher 
education be created with powers to study the needs of higher edu­
cation in Virginia and avoid duplication by consultation between 
institutions of higher education; to ensure uniform admission stan­
dards; to represent the cause of higher education; and to examine 
budgets submitted to the Governor, indicating recommendations to each
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item for " . . .  the Governor and Director of the Budget, and thus 
assuring development of a single unified system of higher education 
in the state.
Gerber reported the reactions to the second study (the O'Shea 
Report) as follows:
. . .  a storm of protest erupted. The protest was not 
directed simply at the proposal for a Chancellorship, but at all 
of the Commission's proposals for higher education in general 
. . .  Of all the Commission's statements and recommendations, 
the most offensive seemed to be the charges of duplication and 
inter-institutional strife and the proposal to ease the Virginia 
Military Institute into private status. . . .39
He further described the opposition from the leading newspapers, the 
presidents of public colleges, the General Assembly (when acting on 
legislation to implement the recommendations), and Governor Byrd.40 
Instead of a Chancellor with the power to examine budgets, the legis­
lature passed a bill charging the heads of "tax-supported institutions 
of higher education" to confer with all interested parties to coordi­
nate educational activities and eliminate unnecessary duplications. 
The presidents were also charged to report a plan for coordination of 
higher education.41
The dilution of the recommendations of the two reports by the 
subsequent legislation depicts the philosophy of the institutions of 
higher education toward any form of state control over their affairs 
including budgeting. The independence and voluntary nature of insti­
tutional activities was preserved for nearly three decades after the 
challenge in 1928.
Governor Byrd summed the general philosophy toward higher
34
education when he addressed the General Assembly in 1928 as follows:
I endorse the suggestions to eliminate, so far as possible, 
duplications in specialized courses in our colleges and am 
impressed with the improvements recommended in economies, business 
management and accounting systems of the institutions. I believe 
this Assembly can and should act upon these recommendations. . . . 
I also favor a reasonable increase in the tuition fees in the 
higher institutions of learning, with the establishment of loan 
funds so that no deserving boy or girl will be deprived of a 
higher education because of lack of funds. . . . While the 
higher institutions should coordinate their activities, I do 
not think Virginia is ready at this time to adopt the recommen­
dation for the creation of the new office of chancellor of higher
education.42
Governor Byrd's recorded views on higher education remained the same 
for the remainder of his term of office. The groundwork laid by the 
reforms enacted during Governor Byrd's administration circumscribed 
the philosophical environment, the powers, structure, and interagency 
relations for budgeting and higher education until the post-World 
War II era.
The combination of the Budget system of 1918 and the Reforms 
of 1927-1930 gave the State of Virginia high ranking as a modern state 
government of the day. A number of years were to pass before the 
accounting and budget classification system was refined, especially in 
colleges and universities, where wide variations persisted in the 
interpretation of classifications. The blending of the budgetary and 
accounting systems formed the most basic step in bringing a compara­
bility to the financial transactions of the institutions and the 
budget. A firm attempt to refine these classsifications and to accom­
modate the peculiar needs of higher education might have aided state 
budget authorities in better accomplishing their commitment to a
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pay-as-you-go and control philosophy. Refinement also might have eased 
the lot of the many ad hoc committees which sought comparable data from 
the institutions.
The powers affecting budgeting and higher education were con­
tained in the statutes and Constitution, governing the Division of 
the Budget, Department of Finance (Division of Accounting and 
Control), and the Auditor of Public Accounts. While the Constitution 
and statutes outlined the framework of the budgetary process, the 
actual functioning of it involved a much more intricate structure 
and interrelationship than those agencies established by statute.
For instance, at least as early as the first budget under Governor 
Westmoreland Davis, the Governor assembled a group of legislators to 
advise him on budgetary matters. This procedure, not required by the 
Constitution or statutes, has become one of the most enduring in the 
history of formal budgeting in Virginia. In later years, this process 
was expanded to include businessmen in a separate group commonly 
referred to as the Business Advisory Group, which was concerned pri­
marily with estimates of revenues.
Another structural phenomenon which affected the development 
of budgeting lay in the politics of the legislative committee system. 
Differences existed between the two chambers in the manner of con­
sidering the budget. For instance, the House Appropriations Committee 
sometimes divided itself into subcommittees; at other times, it con­
sidered the budget as a committee-of-the-whole. In similar fashion, 
the Senate Finance Committee chose the one method or the other.
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Another facet of the Committee system involved the character of each 
committee. Appointments to committees rested on a combination of 
factors heavily weighted in favor of seniority and status in a partic­
ular legislative chamber. The same was true of a committee chair­
manship. These factors brought to bear a discrete and unique set of 
dispositions to each committee dealing with the budget. In addition, 
legislators normally sat on more than one committee, and this added 
another set of dispositions or perspectives which were brought to 
bear on the budget. Relatedly, the strong one-party political system 
in the State of Virginia until approximately 1965 brought a high 
degree of unity to the politics between the executive and legislative 
branches. More unity of purpose seems to have existed in Virginia 
on basic issues than in multiparty states. Therefore, when the dispo­
sition of the party leadership was conservative relative to fiscal 
and financial policy, the membership followed suit. As a result, 
philosophies and policies were more easily perpetuated in Virginia 
than other states.
Still other structures influenced budgeting and higher edu­
cation. First, the Virginia Advisory Legislative Council, formed 
during the 1930s, was composed of legislators selected by legislative 
leaders. The council conducted studies on specific topics assigned 
by the legislature. The council members normally conducted their 
investigations between sessions, providing a certain continuity to 
the legislature. These council services developed the expertise of 
legislative members in certain fields of interest. Mote must be
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taken, however, of the conservative outlook of the council. Once 
again, similar to the committee system, the members generally 
reflected the predispositions of the legislative majority leadership, 
which were traditionally conservative. The council conducted some 
studies on higher education and the recommendations reflected the 
general attitudes of the legislative leadership. The studies usually 
embodied proposed drafts of bills for legislative action and the final 
legislative actions often closely resembled the recommendations in the 
studies. The council conducted studies on costs, tuitions, admission 
policies, and so forth. By these studies the council indirectly 
influenced the budgetary process of higher education and continues to 
do so.
Another group deserves brief mention at this point. Various 
commissions were authorized by the legislature from time to time. 
Several commissions have already been mentioned. Their role as a 
structural influence on budgeting may already be clear, but their 
impact was so important that reemphasis is very much in order. These 
commissions were usually composed of legislators who conducted their 
investigations themselves or engaged outside consultants, as was seen 
previously with the Bureau of Municipal Research.
Next, in place of a standing committee, at times ad hoc com­
mittees were formed by the legislature to investigate special con­
ditions. Along similar lines, there were standing committees other 
than the Appropriations and Finance Committees which have influenced 
the budgetary process. For example, the Senate Committee on Economy
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has already been cited for its Impact on the philosophical outlook of 
the legislature on the higher education.
In the executive branch, some other agencies, not already 
mentioned, influenced the budgetary process; the Tax Commission 
(Department of Taxation, after the 1927-1928 reorganization) played 
an indirect role in the budget process by finding better ways of 
eliciting revenues to meet the budget appropriations. For instance, 
during the reorganization of 1927-1928, the method for collecting 
delinquent taxes was revised and yielded immediate positive results. 
Similarly, in 1933, a State Planning Board was formed; its role is 
not clear from documentation on hand, but Governor Price mentioned its 
contribution to budgetary planning in cooperation with the Division of 
Budget, Council of Public Administration, and Advisory Legislative 
Council
Next, the heads of institutions themselves provided a tre­
mendous impact on all phases of budgeting. Institutional heads have 
usually cultivated political personalities to favor their educational 
causes. The references to institutional competition for appropriations 
bears testimony to this force. During the time frame presently being 
considered, the reform era of 1927-1930, the heads of institutions had 
not formed a homogeneous group. However, in the next era, by the end 
of World War II, they had formed a loose voluntary coalition commonly 
known as the Council of Presidents of State-Aided (or Supported) 
Institutions of Higher Learning (later Colleges and Universities).
Related to the Council of Presidents (COP) was the Department
of Education and its administrative head, the Superintendent of Public 
Instruction (SPI). During the time frame under consideration, the SPI 
supervised the budgeting of colleges under its jurisdiction and con­
tinued in that capacity until the 1960s. Even though the SPI lost his 
elective status during the 1927-1930 reforms, the SPI was an official, 
or ex-officio, member of almost every important body dealing with 
higher education. Between 1914 and 1938, the normal schools were bud­
geted by the Virginia Normal School Board (later named the board of 
State Teachers Colleges in 1924). Then they were again placed under 
the control of the State Board of Education until the reforms of the 
1940s and 1960s.
Last, occasionally nongovernmental groups made significant con­
tributions to the budgetary process. An example of such a structure, 
already cited in this study, is the Citizens Committee on Consolidation 
and Simplification in State and Local Government. Later in the study, 
examples of other nongovernmental agencies contributing to the process 
will arise. One of the most common forms was the outside consultant, 
who conducted studies for the Governor or State agency other than an 
established commission or committee. The William H. Stauffer study 
in the mid-1930s on education costs, scholarships, and student loans 
represented one example. The Dr. Charles R. Duke study on reorga­
nizing the State government in 1948 represented another. Among other 
matters, Duke made some poignant observations about higher education 
coordination. Another type of nonpublic structure could be seen in 
the interest group commonly titled the Council on State Legislation.^
It consisted of a group of representatives from approximately twenty- 
seven organizations operating in the State of Virginia. In the mid- 
1930s, this organization was formed for the express purpose of making 
its political weight felt on issues of common interest. Its relation 
to higher education and budgeting was more direct than commonly 
supposed, because whenever a new institution is proposed or desired, 
numerous businessmen support or promote the idea. Newspaper accounts 
indicate that most prominent politicians were honored to address this 
organization. The list of honorees included Governors, legislators 
(especially members of the Virginia Advisory Legislative Council 
[ VALC ] ), Executive Department heads, judges, and others.
The foregoing structures indicated their general relational 
pattern to the budgeting process. Some of the discourse may appear 
remote to formal methods in budgeting for higher education, but the 
structures cited emphasize the complex forces at work in the budget 
process. This complexity often tended to impede progress toward 
more formal budgeting.
The Period of Consolidation, 1930-1950
The general economic condition of the country circumscribed 
all educational and budgeting activities during the Depression of 
the 1930s. Then, the participation in World War II influenced these 
activities through the first half of the 1940s. Following the War, 
the postwar reconstruction played its role in the last half of the 
1940s.
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The prevailing philosophy of budgeting in the State of 
Virginia was felt as much in higher education as in any other state 
activity. The traditional pay-as-you-go, economy-efficiency-oriented 
approach to the allocation of resources prevailed along with the 
traditional normative methods of establishing budgetary priorities, 
where highway development seemed to be the chief concern. Resources 
were scarce, because of the reduced economic activity and consequent 
reduced state revenues during the Depression of the 1930s.^ One 
indication regarding the priority of higher education is revealed in 
a report of the Senate Committee on Economy which stated in 1933 that,
. . . Upon a study of the proportionate total of the appro­
priations in Virginia, the Committee finds that too large a 
part of the total appropriations is being allotted to the higher 
educational institutions when compared to the amount received by 
the public free schools . . . and is much larger proportionately 
than the amount appropriated by many of the other states for the 
same purpose.^®
In order to survive, institutions sought capital outlay funds from 
Federal sources such as the Public Works Administration (PWA), 
receiving in return large grants and loans for self-liquidating pro­
jects.^ In 1940, the institutions were still being asked to hold 
state capital outlay requests to the minimum, and were encouraged to 
raise tuitions in order to reduce the strain on general fund appro­
priations.^®
For the most part, the institutions of higher education 
operated quite independently as in previous times, with two exceptions. 
First, in 1938, the State Normal Schools were placed under the super­
vision of the State Board of Education and budgeted much the same as
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under the Board of State Normal Schools. Next, during the admini­
stration of Governor James H. Price, the chief executive tried to 
enlist the support of the executive officers of state-supported insti­
tutions of higher learning in formulating a longrterm program and 
policy for higher education to encompass the needs of the whole 
Commonwealth of Virginia. He thought this could be achieved by the 
cooperative and coordinated efforts of a council of executive officers, 
whose joint policies could be translated into the budgetary mechanism.
Thoughts about an overall coordinating mechanism were also considered, 
49but discarded.
Then, the War years intervened and abnormal conditions dis­
rupted budgets and the institutions of higher education. Immediately 
following World War II, the state government attempted to return to 
former traditions but found new forces affecting budgeting and higher 
education. Demands on higher education by veterans under the 
Serviceman's Readjustment Act (GI Bill) (1944) coupled with a burgeoned 
bureaucracy and increased social demands militated toward moderniza­
tion. So the legislature resorted to its time honored tactic of 
creating a study commission in 1946 for reorganizing the state govern­
ment (the Burch Commission), but the Commission excluded institutions 
of higher education. Then, in 1948, the legislature established
another commission to study higher education,it ended as a sub-
Sicommittee of a Tax Commission.
To pick up other philosophical threads of budgeting,•the 
decade of the 1930s up to 1942 were characterized by consolidating and
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refining the reforms of 1927-1930. For instance, the Budget 
Classification Manual was revised in 1939 and 1941. The central 
thrust involved budgetary control through the accounting system.
The control in the fragmented components of the system was exercised 
by close coordination between agencies, especially the Division of 
the Budget and the Division of Accounts and Control (DAC). jn 
addition to accounting procedures, the continued expansion of per­
sonnel in State service, with distinct needs for control, management, 
and planning, led to the development of a uniform personnel classi­
fication and salary system and a separate personnel office in the
CO
Office of Governor. The personnel system applied to all state 
agencies, including higher education (excluding faculty and admini­
strative positions).
The need for planning in budgeting had been cited at diverse
times, but the administration of Governor Price, 1938-1942, made
vigorous efforts to implement a new concept. Under the guidance of
Professor Rowland Egger, Director of the Budget, on leave from the
post of Director, Bureau of Public Administration at the University
of Virginia, the Division of the Budget was restructured for planning.
The Division of the Budget turned out at least eight studies for state
agencies. Each study impinged upon budgeting to some degree. At
least one study, on the forementioned personnel classification and
salary system is reputed to have made a marked contribution to bud- 
54geting rationale. Governor Price also helped bring into play a 
unique planning mechanism embodied in the Virginia Council on Public
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Administration, which gathered into one body experts from various 
walks of life. The Council was instrumental in assembling relevant 
scientific data and expertise for a number of governmental problems, 
and coordinating the planning efforts of the Division of the Budget 
and State Planning Board. The Council was sponsored by a forty-five 
thousand dollar grant from the Spelman Fund in New York. A confluence 
of events caused its existence to be short. The Director of the 
Budget was summoned to Federal service during World War II, and a new 
Governor took office in 1942. The accomplishments of the Council 
vindicated its potential as a concept in planning and added a new, 
but brief, dimension to planning in Virginia.
Other concerns of a philosophical nature involved the capital 
outlays and student loans. Capital outlays had always been proble­
matic since, in higher education, they had normally been financed out 
of budgetary surplus which had been scarce or nonexistent during the 
Depression. Some relief had been gained for financing by institu­
tional bonds for constructing facilities, authorized by the legis­
lature in 1928 and 1933. However, the problem of allocating the funds 
from the general fund still lay dormant. In 1944, a step toward 
bringing some formal method to capital outlays was embodied in the 
strengthening of the engineering staff in the Division of the Budget, 
who then published the first manual for capital outlays.^® But, it 
was only a small step toward formal budgeting.
With respect to powers which were altered relative to the 
aforementioned philosophical developments, the state personnel system
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was established by Chapter 370 of the Acts of the Assembly in 1942 
following closely recommendations made in a study by Griffenhagen 
and Associates in 1936. In 1946, the reorganization act established 
the Division of Personnel as a separate entity within the Office of 
the Governor. The other actions which affected the budgetary process 
and higher education were accomplished by executive actions of the 
Governor or staff agencies. No Constitutional changes were required 
as in the case of the 1928-1930 reforms.
Structural changes affecting the budgetary process and higher 
education between 1930 and 1950 basically involved, first, the 
restructuring of the Division of the Budget between 1938 and approxi­
mately 1942, when the Division of the Budget was divided into 
Administrative, Records and Control, and Management Planning 
Divisions, in place of its predecessor organization. Second, the 
establishment of the Division of Personnel took place in 1948. Third, 
the State Planning Board was abolished during the 1948 reorgani­
zation .
Interagency relations affecting a rationale toward budgeting 
underwent several transformations during the period 1930-1950. First, 
aside from competition between institutions to secure funds, the 
institutions conducted business as usual throughout the whole period. 
The attempt to generate a long-range policy and program for higher 
education through the voluntary cooperation of the presidents of 
state-supported institutions of higher learning proved a disappoint­
ment both during the 1928 Reorganization and Governor Price's
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administration. Second, relations between the Division of the Budget, 
Governor, and General Assembly reflected a general uniformity, rela­
tive to the common concept of budgeting for higher education.
However, toward the end of the period, relations between some legis­
lators and institutions reflected a growing concern for increased 
demands for funds and the seeming duplication of educational programs. 
The concern fostered notions for an overall control agency of some 
kind for higher education. Such notions had been advanced in the 
report of the Bureau of Municipal Research in 1927, by Governor Price 
in 1942, and by Charles R. Duke in a staff report on reorganization in 
1949. The kind of agencies envisaged in these reports would have made 
profound changes in the budget process for higher education and pre­
cipitated a more precise method for allocating resources.
Summary
The historical background of formal budgeting methods for 
higher education in Virginia covers the four general areas of 
concern— philosophy, powers, structure, and interagency relations.
First, philosophically, the State of Virginia was committed 
to a conservative philosophy of budgeting. The philosophy emphasized 
increased refinement of accounting procedures (growing from loose 
accounting), allocation, and postaudit procedures to a uniform 
accounting system, much more rigorous and elaborate budget preparation 
and execution, and both pre- and postauditing procedures. A stan­
dardized personnel classification system emerged. Rudimentary
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measures were instituted to rationalize capital outlay procedures. 
Central purchasing for state agencies was instituted and refined. All 
these measures made their impact on the budgetary process and 
reflected a philosophy of efficiency and economy. In spite of the 
ever increasing controls on budgeting, the resources to institutions 
of higher education were allocated incrementally throughout the 
period. The independent public institutions competed for funds on 
an individual basis in the political arena. The institutions set 
independent objectives and needs, generally along traditional lines.
Second, the powers for budgeting were basically established 
in the 1918 and 1922 Acts which vested authority in the Governor and 
authorized a Budget Office, respectively. The reorganization of 
1927-1930 reinforced the budgetary powers by bringing the structure, 
powers, and procedures into line for strict financial control of 
state affairs by the Governor. Constitutional as well as statutory 
changes were required and gained. Later in the period, 1942 and 
1948, the Personnel and Reorganization Acts, respectively, authorized 
the Division of Personnel in the Office of the Governor.
Third, the budgetary structure gradually fragmented over the 
period 1918-1950. In 1918, the function was vested in the Governor's 
Office (recognizing the supportive roles of the First and Second 
Auditors and State Accountant). By 1922, it was discovered that the 
job was too big to handle alone there, so the Division of the Budget 
was formed in 1922. The reorganization of 1927-1930 indicated that 
the budgetary process could not be handled administratively with a
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small staff In one office, if it were to be effective In a sizable, 
growing, modern state. Such reorganization Indicated that the 
structure of budgeting process further Incorporated some of the 
activities of the Comptroller, Auditor of Public Accounts, and 
Division of Purchasing arid Printing (for centralized purchasing).
The structural relationship between the public institutions of higher 
education and the Division of the Budget remained relatively the same.
Fourth, interagency relations were characterized by a complex 
set of interrelationships growing out of the diverse components of 
the budgetary process. The major components consisted of the General 
Assembly with its strong powers to legislate all matters not pro­
hibited by the State and Federal Constitutions; the Executive Arm of 
the State government, headed by the Governor and assisted by the 
Division of the Budget, the Comptroller, the Auditor of Public 
Accounts, the Division of Personnel, and, last, the body of individual 
public colleges and universities. Attendant with these components lay 
a host of subcomponents which contributed in a piecemeal fashion to 
the allocation of resources for higher education.
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CHAPTER III
TRANSITION 1950-1972
As stated previously, the thesis of this study Is that State 
budgeting for higher education In Virginia moved toward the use of 
more formal methods for the allocation of resources. Within that con­
text, four categories will be examined: philosophy, powers, struc­
ture, and Interagency relations. This chapter is divided into four 
sections: the philosophy, the powers, the structures, and the inter­
agency relations.
For focus and clarity, it seems worthwhile to note two 
important features of this chapter. First, in this study the bud­
getary process is viewed in a broader sense than just a single govern­
mental agency. The budgetary process was defined by Wildavsky as 
" . . . the translation of financial resources into human needs. 
Operationalizing such a broad view leads to the second point. The 
basic definition of formal budgeting embraces a broad genera of pro­
cesses: namely, formula budgeting, management information systems
(HIS), program budgeting system, automatic data processing (ADP), 
planning-programming-budgeting system, and program and budgeting 
system. The investigation uncovered practices which corresponded to 
certain of the above classifications, but are not identified by the 
same terminology. Therefore, the following interpretations will be
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applied throughout the remainder of the text: PBS, PPBS, PABS, and
ADP will remain the same; MIS will include reference to uniform 
accounting, fiscal budgeting systems, charts of accounts, Information 
Data Gathering and Analysis System (IDGAS), and space utilization (SU) 
studies; formula budgeting will include guideline budgeting in various 
modes, general or capital outlay. In the case of capital outlay, 
the space utilization guide (SUG) represents the chief example. Each 
of these operational aspects of MIS are considered essential compo­
nents for the ultimate development of arithmetic methods to allocate 
resources, and, hence, are considered vital to a modern budgeting 
process.
Philosophy
The first section will cover the general philosophical temper 
toward budgeting between 1950 and 1972. In turn, the discussion will 
treat philosophical developments toward formal budgeting in higher 
education, with particular emphasis on the State Council of Higher 
Education; then, State-level budgeting with emphasis on the Division 
of the Budget; and last, developments of the State toward an automatic 
data processing capability.
General
The period 1950-1972 can be termed transitional. Many ele­
ments of the earlier periods were present. Executives and legislators 
held strongly to the principles of efficiency, pay-as-you-go balanced 
budgets, capital outlays from surpluses only, minimal reliance upon
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debt service (revenue or general obligation bonds), and apparent reli­
ance on "windfall" financing to balance the budget or to provide 
capital outlay funds. The budgetary process resembled closely what 
Wildavsky, Sharkansky, Schick, and others have termed incremental 
budgeting.
The apparent lack of sophistication in budgeting was aptly 
depicted by Governor Mills E. Godwin, Jr., on July 20, 1966, as 
follows:
Nowhere is there a statement of purpose for the budget pro­
cess. By implication and by practice, the budget represents an 
apportionment of available money among requesting agencies. The 
emphasis has been on the distribution of money and not neces­
sarily upon defined program needs or planned accomplishments.
A "good" budget has been one which satisfied agency (and their 
support public's) expectations for some improvement, required 
no new resources or rate increases, and permitted a year-end 
balance. (Authority to create small deficits usually has avoided 
spot crises.)
We need a statement of purpose for the budget process which 
recognizes some of the experience of government and business in 
the management of large enterprises. . . . the chief executive 
is responsible for carrying out, effectively, the governments 
actions. The budget is his principle tool for this purpose. . . .
The Governor . . . establishes them [ the following concepts ] 
as budget policy for his administration:
1. it [ sic ] is a year-around function which encompasses 
planning and administration, operations and capital outlays. It 
does not separate preparation of the budget document from the 
subsequent actions— review and action by the Governor, review and 
action by the General Assembly—  [ sic ] through evaluation of 
results.
2. there [ sic ] must be definitions of agency programs
(short- and long-range) and the creation of performance criteria.
3. the [ sic ] Division of the Budget, in cooperation 
with other State agencies must propose priorities for programs. 
Other State agencies must bring the Division into discussion of 
programs. This requirement also contemplates provision . . .
[ for ] . . . a general survey of the State's financial and
natural resources, with a review of the general economic [ sic ] 
industrial and commercial condition of the Commonwealth. The 
decisions as to the priority are made by the Governor and the
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General Assembly.
4. the [ sic ] Division of the Budget, in order to 
increase the funds available for higher priority programs, must 
recommend elimination of programs failing to produce results or 
associated with costs which alter priorities.
5. inter-agency [ sic ] programs must be tied together 
organizationally and fiscally so that duplications and gaps are 
avoided.
6. the [ sic ] Division of the Budget must work closely 
and interchange information freely with other agencies of the 
Office of Administration, with the State Council of Higher 
Education, and with other departments and agencies whenever indi­
cated by program objectives.
These concepts will involve the Division of the Budget more 
closely with agencies than heretofore. . . . All persons engaged 
in the program must work cooperatively and wholeheartedly to 
effect these changes with a minimum of dissension and maximum 
efficiency. The program will require the addition of trained 
staff which the Governor is prepared to authorize.
In carrying out these objectives, the Division of the Budget 
and the Office of Administration will have the full support of 
the Governor. Concomitantly, responsibility for failure to do 
so will call for further action by the Governor.2
The Governor's forthright philosophical direction gave the 
impetus for the agencies to develop some rationale to satisfy the 
objectives in the policy statement, such as, evaluation of budget 
results, definition of agency programs and corresponding performance 
criteria, priorities, elimination of inefficient programs, avoidance 
of duplication and gaps, cooperative use of interagency resources, 
and, above all— cooperation between agencies. While the Governor's 
instructions did not specify the methods to arrive at solutions, they 
set a frame of reference for progress in budgeting methods.3
Parallelling this general temper, attitudes toward higher 
education were reflected in the provisions of the House Joint 
Resolution Number 47 (1950) which directed the Virginia Advisory 
Legislative Council (VALC) to study " . . .  certain matters in
connection with the State-supported institutions of higher education." 
Legislative concerns included a determination of the unit costs of 
instruction; a well-designed system of accounting that would provide 
for detailed cost analysis of the auxiliary operations apart from the 
instructional fields; the financial operations within the several 
institutions and critical review of the proposed budgets for opera­
tions and for capital development; the intensive study of the fields 
of learning to eliminate all unjustifiable duplication.^ The findings 
of the VALC study concluded that the several institutions had little 
occasion to develop a concept of a unified statewide system of higher 
education, and that the failure to develop a statewide concept had 
several effects, as follows:
1. Institutional welfare tended to dominate the
planning.
2. Competition often characterized institutional
relations.
3. Institutional programs did not take due account of 
the needs of the State.
4. The scope of offerings tended to enlarge unduly.
5. No administrative machinery dealt constructively with 
the potential development of the State-supported system of higher 
education.^
The report recommended that the Governor and General Assembly needed 
an administrative mechanism to present a unified budget in terms of 
a statewide program of higher education. The budget for maintenance
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and operation and capital outlays should be based upon an appraisal of 
the functions and operations of the institutions as parts of a state­
wide plan to meet the needs of the people of the State. It continued, 
as follows:
The present Virginia plan of coordination through a voluntary 
council of presidents is not designed to meet, nor will it meet, 
the needs of a statewide program of higher education due to the 
absence of facilities for long-range planning of a unified and 
comprehensive program and to the lack of suitable means of inte­
grating the budgeting requests from the six governing boards.
. . . The need for a coordinating mechanism is generally recog­
nized among persons most closely connected with the administration 
of institutions of higher education. There is some sentiment for 
creating such an agency to serve only in an advisory capacity to 
the governor, particularly in the field of budget making.6
Of further interest, it noted that Virginia institutions received a 
smaller proportion of their support from State appropriations and a 
larger proportion from student fees than did institutions in most 
other states. Appropriations for education had maintained for many 
years the same relative position percentage-wise to other appro­
priations and to the general fund. Finally, the VALC found that the 
consideration of unit costs, the revenue producing activities, the 
financial operations, any duplication or ratios of various sorts could 
not be properly rendered by the Study Council because of the volume 
and detail, so they were left for subsequent study.^
In contrast, forces of modernization actively attempted to 
reconcile pressures of the population explosion and the demands of 
technology on modern society. The reconciliation militated for a 
higher commitment of resources to higher education. A commitment to 
higher education created the financial demands which needed resolution.
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Resolving these financial demands posed the dilemma of allocating 
resources.
Therefore, the two forces, the conservative and modernization, 
were at some level of conflict throughout the period. The prominence 
of one or the other moved cyclically. Although it is somewhat haz­
ardous to classify such general trends in public philosophy, the 
evidence pointed to characterizing the main feature of the following 
periods with respect to budgeting and higher education. The conserv­
ative outlook appeared firmly in hand between 1950 and the establish­
ment in 1956 of the State Council of Higher Education for Virginia. 
Then, there was a period of growing modernization from traditional 
views between 1956 and 1960, followed by a period of partial 
retrenchment between 1960 and 1964, a time during which the authority 
of the Council was curtailed. The administration of Governor 
Albertis S. Harrison, Jr., laid the groundwork for continiung moderni­
zation at an increasing rate during the next period, 1964 to 1970. 
After 1970, conservative forces seemed in hand, and the rate of 
progress slowed down, relative to modernizing the budgetary process.
Therefore, by way of interim summary, the general philosophy 
toward budgeting in higher education changed from the traditional 
emphasis upon incremental budgeting to formula budgeting. The philo­
sophical transition appeared in cyclical phases through the procla­
mations of the major participants in the budgetary process, the 
governor, the legislature, and their associated governmental organs.
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Formal Budgeting and the State Council 
of Higher Education
The most singular development in higher education which 
characterized and overshadowed the entire period of 1950-1972 was the 
development of the State Council of Higher Education. During the pre­
lude to establishing the State Council, budgeting for higher education 
followed the traditional practices and patterns. However, the growing 
concern over the higher education precipitated the previously cited 
VALC study, which was composed of two components: first, the findings
and recommendations of the VALC, and second, a consultant's report 
by Fred J. Kelly from the United States Office of Education (USOE).
The recommendations of the VALC followed suit with its previously 
mentioned findings. The VALC recommended the creation of a State 
Board of Higher Education for Virginia, the development of a com­
prehensive unified statewide program, the development of a coordi­
nated budget based on the budget requests from the institutions of 
higher education for maintenance and operation (M&0) and capital out­
lay (CO), and the presentation of the budget requests to the Governor 
by the Board. The consultant's report by Kelly reinforced the VALC
Q
findings and recommendations, although the main thrust of Kelly's 
presentation explained a number of aspects of coordination for higher 
education at the State level and the lack of coordination in the 
Virginia state budgeting process. The VALC and Kelly reports did not 
constitute the first studies to recommend a central agency to develop 
a unified budget for higher education. However, the VALC study 
represents the first time the Legislative Council formally suppofted
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the idea. It is also noteworthy that many of the findings and the 
recommendations implied the philosophy of conservatism, efficiency, 
and cost consciousness, while at the same time they recognized the 
traditional weak financial support for higher education. Note must 
also be taken of the implied role of a unified budget and accounting 
system as the basis for solving many problems in higher education, 
including determining costs, financing, and developing ratios. These 
reports also set the philosophical stage for establishing the State 
Council in 1956.
In 1956, the legislature committed itself philosophically to 
state coordination of higher education and specifically to budgetary 
review, with its attendant requirements for uniform accounting, 
budgetary, and data reporting systems. The Council's struggle to 
fulfill its statutory obligations of coordination, program approval, 
and budget review are highly related to the development of more formal 
methods in budgeting for higher education. Attempts to divorce these 
roles from one another have furnished the major sources of contro­
versy throughout the period of this study. The first eight years of 
operation were difficult for the Council to move toward formalization 
in budgeting. The Council recognized that its effectiveness would 
rest in receiving detailed' information from the institutions of 
higher education. It also foresaw the need for compatibility between 
the information displayed on the budget document and the information 
furnished to the Council by the institutions. Too, these first eight 
years were largely occupied by mustering the financial support and
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information (data base) to make the Council's recommendations credible. 
The problem of coordination, budget review, program approval, financial 
support, information, and credibility go hand-in-hand. Without 
sufficient quantities of one, the others collapse. The Council's 
struggle on all the fronts was intertwined with the budgetary process 
and development of more formal methods as the following events should 
illustrate.
There were at least two projects, conducted by the Council 
which contributed significantly to the development of formal budgeting. 
The first was the establishment of a uniform data reporting system, 
for all of the institutions of higher education, including the incorp­
oration of a Chart of Accounts (CA) into the budget format and the 
development of an integrated data gathering and analysis system. The 
second was a survey of space utilization, ultimately leading to the 
development of a space utilization guide, which contains the budgeting 
formulae for capital outlays.
The Uniform Data Gathering System
In its first year report, the State Council intimated its 
informational deficiency when it stated that the " . . .  council was 
. . . laying groundwork for statewide studies and surveys . . ."® 
further noting that some studies had been made on specific topics.
One study was conducted on the utilization of existing institutional 
space. The second study was conducted on essential financial needs.
In the biennial report for 1958-1960, the Council reported that it had
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studied fiscal reporting and budgeting practices in public colleges 
and universities in Virginia.1® Efforts to develop and institute a 
uniform data reporting and budgeting system continued. Also, on 
January 11, 1960, the Council published a series of recommendations. 
Part of the recommendations involved uniform fiscal reporting and 
budgeting, as follows:
That public institutions of higher learning be requested to 
compile their own annual financial reports of a uniform character, 
as jointly determined by the Council of Higher Education and the 
institutions of higher learning, with the cooperation and assis­
tance of the State Auditor.
That said reports be made available for official and general 
distribution within four months after the close of each fiscal 
year.
That public institutions of higher learning be requested to 
adopt a uniform basic plan of functional budgeting, as jointly 
determined by the Division of the Budget, the State Auditor, the 
Council of Higher Education, and the public institutions of higher 
learning.
That functional budgeting according to uniform classifications 
be developed in addition to budgeting by object classification as 
required by State law.
That these recommendations, if adopted, become effective as of 
July 1, I960.11
Later in the same report, the Council recommended the collection of 
uniform enrollment and faculty data, as follows:
That the institutions of higher learning be requested to 
develop a uniform system of reporting educational data, as jointly 
determined by the Council of Higher Education and the several 
institutions.
That such data be compiled in terms of student credit hours and 
full-time student equivalents.
That reports be compiled and made available for official dis­
tribution for each academic term (semester or quarter).
That the institutions of higher learning be requested to 
develop a uniform system of reporting faculty data, as jointly 
determined by the Council of Higher Education and the several 
ins titutions.12
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Chart of Accounts
Later, the Virginia Cost Study report furnished support for
adoption of the uniform Chart of Accounts. The 1962 General Assembly
had directed the Council " . . .  to undertake a comprehensive cost
study of programs, functions, and activities"^ at public institutions
of higher education. The report stated that the study could not
progress to its designed end unless "uniform coding of income and
expenditures" was established. The study recommended that "uniform
reporting be implemented by July 1, 1964" at all institutions of higher
education except Virginia Military Institute, the College of William
and Mary, the Medical College of Virginia, and the University of
Virginia. The latter exceptions would be required to implement by
July 1, 1965.-^ In the text, the cost study explained in detail a
uniform financial reporting system which conformed with national
standards of accounting.
The uniform data reporting system became identified first as
the uniform Chart of Accounts. On April 2, 1964, Dr. William H.
McFarlane, Director of the Council, wrote a memorandum to Governor
A. S. Harrison, Jr., stating that,
Procedures for uniform coding of budgetary revenues and expend­
itures are basic in implementing a uniform reporting system. . . . 
Following the recommendations of the Cost Study Report . . .
[ the ] attached document contains proposed revisions to the State 
Comptrollers Fund and Appropriation Codes for institutions of 
higher learning.^
The memorandum continued:
These changes are consistent with standard coding practices
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for colleges and universities throughout the nation, as promul­
gated by the American Council on Education In Its publication, 
College and University Business Administration, (Volume 1).16
Governor Harrison promptly replied, on April 7, agreeing with
Dr. McFarlane's recommendations.I'' On June 1, 1964, Governor Harrison
directed the presidents of State-supported institutions " . . .  to set
up . . . accounts and report income and expenditure according to this
chart of accounts."16 Governor Harrison also designated the State
Council as the agency to review and effect refinements of the Chart of
Accounts.
During the Summer, 1964, Dr. McFarlane's efforts to incorpo­
rate the Chart of Accounts into the budget continued. On July 22, 
1964, he wrote another memorandum to Governor Harrison outlining the 
problems and suggesting procedures for " . . .  developing meaningful 
budgetary requests for higher education."^ Dr. McFarlane recommended 
that uniform coding, reporting, and budgeting procedures be initiated 
" . . .  so that the 1966-68 biennial budgetary request could be based 
on them," involving " . . .  an explicit and detailed set of instruc­
tions, permitting a minimum of free interpretation at the college 
level."20 Dr. McFarlane's efforts were reinforced by the Chairman of 
the Council, Mr. Sol S. Rawls, Jr., who wrote a letter to Governor 
Harrison. The text of the letter reaffirmed and emphasized the needs 
previously posed by Dr. McFarlane.^1
Governor Harrison's support represented a crucial philosoph­
ical turning point in the efforts of the Council to become a signif­
icant factor in higher education in Virginia. Further ramifications
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were experienced in rapid sequence. First, Dr. McFarlane resigned as 
Director of Council. The new Director, Dr. Prince B. Woodard, took 
the reins and moved forward firmly and vigorously.
During the Fall, 1964, Dr. Woodard visited the various insti­
tutions of higher education, and held meetings with key figures 
pursuing the objective of incorporating the Chart of Accounts into the
budget document as well as using the budgetary mechanism to secure
22supplemental budgetary information. As a result, on December 10, 
1964, Governor Harrison instructed the Director of the Budget to 
incorporate the Chart of Accounts into the 1966-1968 budget, to 
require the institutions of higher education to submit the supple­
mental information proposed by the Council, to require the insti­
tutions of higher education to supply the Council with a copy of their 
budget requests (a procedure which had been obsolete since the 1960 
General Assembly prohibited the use of the Council appropriations for
budget review purposes), and finally, to furnish the Council with
23copies of the six-year capital outlay programs.
By Spring, 1965, the philosophical outlook toward the Council 
had changed in the direction of modernization, and the prospects for 
continued progress toward more formal budgeting improved substantially. 
On March 10, 1965, the Council of Presidents of State-Aided 
Institutions of Higher Education endorsed the principle of making 
accurate and complete information available to the Council, as 
expressed in the Chart of Accounts, holding, however, some reser­
vations about the timing and workload associated with supplemental
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i n f o r m a t i o n .24 Then, again, on April 8, 1965, Governor Harrison, in a
letter to the heads of all State agencies and institutions, formally
endorsed the submission of supplemental information requested by the
State Council, but made a concession to the institutions of higher
25education by allowing more time to prepare the initial data. In 
December, 1965, the report of the Higher Education Study Commission 
supported plans of the State Council as follows:
One difficulty that the Commonwealth of Virginia faces in 
its provision for financial support of its institutions of higher 
education is the lack of any provisions for professional scrutiny 
of institutional budget requests by a competent agency at the 
state level. This function is performed at present by the 
Division of the Budget, but as previously indicated, the finan­
cial data at present available for the Virginia institutions do 
not permit this sort of critical analysis, because of the lack 
of uniformity in the financial accounting and reporting. 
Furthermore, the Division of the Budget does not have any regular 
staff member who would be recognized as an authority on the 
finance of higher education, or competent to exercise profes­
sional insights in analyzing college and university programs and 
budget requests and recommending amounts to be appropriated. 
Competence of this sort is nearly always to be found in the staff 
of an agency such as the State Council of Higher Education, but 
in Virginia, the State Council of Higher Education rather curi­
ously has been forbidden by statute to spend any of its supporting 
appropriations on the making of analyses of institutional budgets 
and finances. It would seem entirely normal for the members of 
the General Assembly, in such circumstances, to doubt whether the 
funds recommended for appropriations are really needed. Without 
competent analysis, it is difficult to judge whether the various 
institutions are being fairly treated in their recommended appro­
priations. The remedy for this situation seems clear. It is 
recommended that uniform budgetary forms and procedures be devel­
oped and adopted for the institutions of higher education in 
Virginia, as provided in Chapter 144, Acts of the General Assembly, 
Regular Session, 1964.
It is recommended that the State Council of Higher Education 
be required to make a thorough analysis of the budgets of each of 
the institutions and be provided with funds and staff competent 
for this purpose. The findings from this analysis should be 
transmitted to the Governor for consideration when final determi­
nations are made regarding the appropriations to each institution.
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The Governor and the members of the General Assembly should 
receive the recommendations for Institutional appropriations from 
the State Council of Higher Education .and the State Council should 
furnish supporting evidence in the form of the fiscal and program 
analyses it has made. The recommendations and analyses of the 
State Council should be accompanied by the original requests and 
justifications as submitted by the institutions themselves, so 
that the Governor and the General Assembly can see what modifi­
cations have been made by the Council, and can have the benefit of 
reasons for these modifications.26
The Information Data 
Gathering System
With the incorporation of the Chart of Accounts and supple­
mental information into the budget process, the impetus for the Chart 
of Accounts was eclipsed and transformed into another project which 
may be viewed as an extension of the Chart of Accounts project, but 
became known as the Integrated Data Gathering and Analysis System.
In a letter to the Commissioner of Administration on November 15,
1966, the Council Director, Dr. P. B. Woodard, described the infor­
mation system as follows:
In addition to specifying information to be obtained in each 
area of study and the data gathering forms to be used, the plan 
identifies various elements of information which will be combined 
in the analysis process in order to generate necessary planning 
statistics. For example, information about classes taught will 
be combined with certain information about physical facilities 
for purposes of making space utilization studies. Also, infor­
mation about classes taught will be combined with information 
about faculties to yield teaching loads and student-credit-hour
costs.27
The advantages of the plan included a regular data collection 
timetable, once in each operating period (rather than ad hoc); mul­
tiple use of the information for analysis; and compatibility with 
United States Office of Education format. The plan was developed with
the assistance of the Professional Advisory Committee of the Council, 
consisting of representatives from the State-supported institutions of 
higher education. The plan was designed to collect information in 
seven areas: classes taught, students, programs, faculty and staff,
finance, physical facilities, and other miscellaneous information.
Dr. Woodard noted in a letter that, although some of the information 
had been collected on previous occasions, the data system did repre­
sent a new approach which greatly expanded the research and planning 
capabilities of the Council. Dr. Woodard took care to note the 
Council's reservations about developing budget forms or analyzing 
budget requests on a line-item basis, although the Council held that 
standard budgetary definitions, already agreed upon by the insti­
tutions and Council, should continue in use. Accompanying the letter 
was an index of fifteen proposed reports to be published from the data 
system, ranging from one monthly, one quarterly, two biennial, to 
eleven annual reports. The potential contribution of the information 
system to the budgetary process and formal budget methods could be 
implied from Dr. Woodard's reference to analyses on space utilization, 
teaching loads, and student-credit-hour costs. Such analyses would 
have constituted budgeting formulae or the inputs for them.
During the ensuing years, the legislature allocated the funds 
for the State Council to conduct its announced activities, representing 
its agreement to the data gathering system and philosophy of the State 
Council. Later, a philosophy developed in the Council about an 
approach to formula budgeting. The philosophy favored a complex set
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of ratios based on Instructional level and academic field. The ratios 
were developed in part from the data system. After several years of 
coordination the State Council and Division of the Budget reached 
agreement to work with more general formulae based on academic levels 
primarily.
Space Utilization 
and Capital Outlay
Although space utilization studies and capital outlay allo­
cations are closely related by nature, they followed parallel courses 
between 1950 and 1966 at which time they became amalgamated into the 
data system. To review, the philosophy toward capital outlays for 
many decades had been to finance them largely through budget surpluses, 
"windfall" taxes, to a lesser extent by revenue bonds, and, as a last 
resort, by tax increases. The growing demands of higher education 
and the rest of society created severe pressures on allocating finan­
cial resources where the "best" results could be obtained for the 
expenditure. For the twelve years prior to the establishment of a 
commission, the capital outlays had been classified by a crude priority 
system of groupings. For instance, the 1954-1956 groupings were 
determined by three assumptions about the availability of surpluses
amounting to ten million, fifteen million, or thirty-five million 
28dollars. A capital outlay manual was the main source for procedures.
More formal methods were needed to keep pace with the rising 
demands for capital outlays. Governor Stanley had asked the 1954 
legislature to appoint a Commission on State Capital Outlays and
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Means of Financing. 7 Both houses of the legislature passed similar 
resolutions authorizing such a commission, but they never completed 
the action by failing to agree on the same legislative resolution. 
Consequently, the Governor appointed an executive commission to study 
the estimated capital requirements of the State for the six-year 
period beginning July 1, 1956 (exclusive of highways). The commission 
did not formalize methods much, but it did organize the projected 
capital requirements over a six-year period, according to a rough 
priority system again. This kind of planning was greeted favorably 
and another commission was appointed by Governor Almond to continue 
the capital outlay planning for the three biennia, 1962-1968.30
In the meanwhile, the State Council had been established and 
began to gather data on physical facilities, one of its earliest pro­
jects. In 1959, the Council reported that,
A coordinated view of major capital needs for higher edu­
cation, as revealed by budget requests and as related to overall 
State needs, determines two levels of priority, hereafter des­
ignated Priority A and Priority B. . . . Priority A includes 
(1) instructional and related facilities for developing community 
colleges; (2) replacement or remodeling of . . . structures used 
by residential colleges for instruction, laboratories, libraries, 
athletics, or essential auxiliary functions. Priority B includes 
(1) expansions of, or additions to, instructional and residential 
facilities at the residential colleges; (2) expansion of auxiliary 
functions not essentially related to the central activities of 
the institution.31
(Land purchases were listed separately from Priorities A and B.) At 
least, here was a beginning of more formal methods for budgeting cap­
ital outlays in higher education. The Council noted also that the 
Educations Facilities Commission had produced strong evidence that
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greater space utilization could be achieved at the residential 
colleges. It, therefore, requested budgetary funds for a similar 
Statewide study. It also called for coordinated standards for capital 
costs as a necessity for future expansion. The Council published 
analyses of instructional space utilization in 1960, 1962, and 1964, 
and biennially thereafter, for each public institution of higher 
education. The official summary of Governor Harrison's administration 
notes " . . .  that since these studies were initiated . . . both
32room and student-station utilization have increased substantially."
In contrast, the report of the Commission to Study the State 
Government in Virginia (1961) had recommended that the " . . .  State 
Council cease reviewing the capital outlay programs of the colleges 
and universities."33 The Commission reasoned that the Council devoted 
too much time on the study of capital outlays because of limitations 
in staff. The Commission further believed that capital outlays were 
not an educational function and that the review duplicated work of 
the Division of the Budget.3^ However, in its biennial report the 
Council recommended " . . .  that procedures be established for con­
tinuing review and coordination of capital outlay needs and
planning."33
As noted earlier, by 1966, the Council was receiving the 
Six-Year Capital Outlay Requests from the public institutions of 
higher education and had started its data collection program which 
integrated space utilization data with the other data collected from 
institutions of higher education. The Council had also worked with the
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newly-formed Division of Engineering and Buildings on a long-range 
study " . . .  for determining present needs for building replacements, 
additions, and renovations, as well as providing for projecting space 
requirements and determining standards for space utilization."
Funds for the joint project were difficult to obtain, but a Federal 
planning grant under the Higher Education Facilities Act of 1963 made 
the study possible.^
In late 1969, the State Council published space projections 
for periods 1974-1975 and 1979-1980 in a separate section of its 
Physical Facilities Report. The projections were based upon a combi­
nation of planning standards, space inventories, and long-range 
enrollment projections. The space standards were developed from a 
nationwide survey of standards used by other educational agencies. 
Modified for use in Virginia, these standards provided formulae for 
space requirements of two- and four-year institutions covering general 
classroom-, teaching-, laboratories-, faculty-, library stack- and
OQ
reader-space, including attendant service space. Prominent legis­
lative leaders and others have acknowledged this development as per-
39haps the most significant accomplishment of the Council. An indi­
cation of its value may be judged by its provisions having been 
incorporated into the 1972-1974 capital outlay budgeting p r o c e d u r e s . ^
Formal Budgeting and the Division of the Budget 
Discussion of State agencies active in the budget process will 
concentrate on the Division of the Budget,. Some treatment will be
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given to other agencies mentioned in Chapter II. The State Council 
will be mentioned only when particularly relevant communications are 
needed to clarify the issues. The developments toward more formal 
methods in the Division of the Budget followed several important 
lines. The most important thrust concerned the evolution of budgeting 
guidelines. Another emerged almost simultaneously, the concept of 
program budgeting. The last dealt with capital outlay budgeting.
Guideline Budgeting
The development of budgeting guidelines is the most important 
aspect of budgeting related to the thesis of this study. Of all the 
various modes of formal methods available for budgeting, this mode 
developed, and has prevailed, in the State of Virginia throughout 
the period of the study. The term "guidelines" was adopted by the 
agencies which formulated budgetary policy in order to indicate and 
to allow flexibility within the system. The techniques of guideline 
budgeting apply ratios and formulae to various elements of budgeting, 
particularly to higher education. Under other conditions, guideline 
budgeting would probably be termed "formula budgeting."
Guideline budgeting for higher education grew out of Governor 
Harrison's administration (1962-1966). It was rooted in the financial 
pressures of expanding higher education and the wrangle between the 
State Council and the Division of the Budget about what information 
was desired from the institutions of higher education; how to obtain 
the information; and what issues the information would help to resolve.
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The Division of the Budget looked at the techniques being used by 
other states to solve the same dilemmas and observed the growth of 
formula budgeting in Texas, California, and other states.^
Issues
The main budgeting issues relative to higher education had 
been brewing for many decades, especially since the formation of the 
State Council which brought them to a head after 1956. A list of 
outstanding issues in 1966 may be seen in a letter from the Director 
of the Budget to the Director of the Council on December 20, 1966.
In the letter, the Division of the Budget asks the Council for certain 
kinds of information, previously agreed upon at a joint meeting with 
the Commissioner of Administration. The Division of the Budget also 
established a schedule of dates for the desired information. The 
letter requested information on the following issues:
. . .  1. . . .  Standard definitions [ such as full-time
equivalent students (FTE) to which the Council and institutions 
of higher education had agreed ] . . .
2. . . .  Enrollment projections for 1968-70; . . .
3. . . .  Revenue projections for 1968-70; . . .
4. . . .  Basis for establishing library publications require­
ments :
a) to eliminate any current deficiency;
b) to provide ongoing and new program needs. . . .
5. . . .  Basis for establishing teaching and research
position requirements.
6. . . .  Elements to be considered in the Council's recom­
mendations on institutional appropriation requests: . . .
7. . . .  Plans [ involving programs which required Council 
approval prior to consideration in budget preparation ] . . .
8. . . .  Council recommendations concerning individual insti­
tution budgets. . . .42
Not mentioned in the list are several issues, such as: physical plant
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and equipment; supplementary aid (as Federal aid, endowment funds, 
and associated matching funds); administrative positions; classified 
personnel positions; sponsored program positions; auxiliary services
/ 3
(as dining halls, bookstores, and working capital projects).
Although the 1966 discussion did not perceive all the issues which 
emerged later, this inchoate effort attempted to help resolve the 
current issues in budgeting for higher education where the extant 
Budget Classification system did not. At that time, the terminology 
of budget formulae or guidelines did not appear in the communications 
between the agencies.
Incrementalism
Prior to the 1968-1970 budget, the instructions had contained
a few crude faculty-student ratios, but most budgets reflected the
incremental approach. An example from the budget instructions for
1968-1970 illustrates this point. The instructions read as follows:
To expedite preparation of the institutions' budgets for the 
1968-1970 biennium, it is suggested that the following projections 
be computed and entered as "Scale Adjustment" for teaching and 
research positions:
For 1968-69— 5% of the authorized 1967-68 average.
For 1969-70— 5% of the projected 1968-69 average.
This suggestion does not bar any institution from requesting 
a different average, nor does it imply an assurance that the 
Governor's recommendations will be based on it.44
Note should be taken at this point that the instructions for
any biennium must be developed and promulgated by mid-Spring prior
to the legislative year in order to allow the institutions of higher
education and other agencies time to prepare their budgets and to
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allow the Division of the Budget, the State Council, and the Governor 
to review the budgets prior to the legislative session in January of 
the following year. When a Budget Bill (Appropriation Act) is passed 
by the General Assembly, it becomes effective on July 1 of that same 
year, unless otherwise specified.
Ratios
Some guidelines were used in reviewing the budget requests 
for the 1968-1970 Biennium. They dealt with "teaching and research 
positions." For instance, the ratios were based upon the level of 
instruction: 1:20, lower level; 1:15, occupational-technical; 1:12,
upper level; 1:9, graduate level. The ratios for teaching positions 
had a basis in research, based upon a report to the Budget Director 
dated October 4, 1967. The report compares in detail the faculty- 
enrollment ratios of all the four-year and graduate institutions of 
higher education. The computations were based on actual, estimated, 
and average enrollments, and a synthesized ratio was recommended.
The institutions of higher education were grouped according to type 
for comparability as follows: teacher-training, urban, university- 
type, four-year, and special (like the Medical College of Virginia, 
then a separate entity).45 The Division of the Budget wanted to 
divide the graduate level into masters and doctorate levels, but 
claimed that it had no data upon which to base such decisions.
Other categories, like salary averages, libraries, community and 
branch colleges, student aid, physical plant, general administration,
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student services general expense, and research were treated on an ad 
hoc or incremental basis. For instance, the Division of the Budget 
experimented with a ratio of 1:12 "instructional administrative" 
faculty positions.^
The application of these ratios represented a unilateral 
departure from previous practices and engendered considerable dis­
cussion. Thereafter, two main thrusts took place, according to the 
ensuing documentation: first, the coordination of budget instructions
between the Division of the Budget, the State Council, and the 
institutions of higher education; second, the refinements of the 
specific issues. By early 1969, the Division of the Budget had pre­
pared a set of instructions for the 1970-1972 Biennium and forwarded 
it to the State Council. In early March, 1969, the Chairman of the 
Council acknowledged the principle of guidelines with respect to 
institutions of higher education.^ The Director of the Council also 
expressed his views in a letter to the Division of the Budget, as 
follows:
. . . guideline ratios by level . . . for determining both 
instructional and research faculty positions to be included in 
institutional budget requests is an essential and significant 
beginning toward meaningful program budgeting. The Council is 
further convinced that the establishment of guideline ratios by 
major fields by levels can provide a more effective means for 
recognizing the diverse program and research characteristics of 
each institution and, thereby, provide teaching and research 
faculty personnel for each institution in an equitable manner.
During the next two years, the State Council will focus a 
major effort on the determination of more discriminating guideline 
ratios and in this endeavor will solicit the participation and 
assistance of the institutions of higher education, the Division 
of the Budget, and such other groups as may be appropriate.
In arriving at these ratios, the Council had the benefit of
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extensive data from other states, the views of national author­
ities, and State Council research studies of the state institu­
tions of higher education.48
The ensuing list of ratios, coordinated with the Professional
Advisory Committee, closely corresponded with the teaching ratios
A Q
originally proposed by the Division of the Budget.
Refinements
Each subsequent biennium saw refinements of the guideline 
ratios and closer coordination in the development of them. By 1972, 
refinements of the teaching and research positions consisted of 
substantially more statistical backing, but the format conformed 
largely to the original design by the Division of the Budget, without 
detailed breakdown by major fields. However, a number of other guide­
line ratios emerged reflecting considerable staff work and research. 
For instance, the method for determining faculty salaries was devel­
oped based on a complicated formula using peer group averages. Peer 
group averages compared faculty salary averages of institutions for 
higher education in Virginia with similar institutions of higher edu­
cation across the nation. The Governor ultimately decided the faculty 
averages to be used for budgetary purposes. The peer group project 
was strongly encouraged by Governor Godwin who registered his concern 
over faculty salaries in a letter to the Director of the Budget in 
1968.50
Another significant refinement occurred in the library field 
when the Clapp-Jordan formula was accepted as the basis for building
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and revitalizing higher education library facilities, staff, and 
holdings. The Clapp-Jordan formula was criticized as imposing dis­
advantages on the larger universities, and the criticisms were well- 
founded, but Virginia trailed the national average and needed a 
standard. The Clapp-Jordan formula favored the newly developing 
institutions of higher education, but provided an established formula 
to achieve a desired end.-^
Other refinements occurred in the development of the Space
Utilization Guide, and formulae for administrative and classified 
52positions. Again, certain aspects of student aid were assigned to 
the State Council which allocated funds to the institutions of higher 
education according to a gross allocation formula as Budget Items 659 
(1966-1967) and 495 (1969-1970) undergraduate and graduate scholar-
C O
ships, respectively,
Next, while not precisely a guideline ratio, enrollment pro­
jections provide the basis for implementing most higher educational 
budget formulae. The early resolution of responsibility for projecting 
enrollments constituted a significant development in the progress of 
guideline budgeting. The State Council was designated the official 
agency to make these projections. Assigning this specific responsi­
bility brought some stability to a controversial element in the State 
budgeting. However, more refinement was needed, for instance, in 
organized research. Also, in recent years, consideration has been 
given to developing some rationale for auxiliary services, although 
they are characteristically self-sufficient, and not subject to
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budgeting guidelines.
Before moving to the next topic, note should be taken of 
several points. First, the guidelines involved discrete segments of 
higher education budgets and, therefore, created the appearance of 
being disjointed and fragmented. However, the segments corresponded 
with the classifications of the Chart of Accounts. Second, the 
development of guidelines occurred more or less progressively rather 
than simultaneously. The energies of the interested agencies seemed 
to concentrate on one or two guidelines at a time. Therefore, 
ingestion to the system required several biennia. Finally, the 
philosophy of the Division of Budget prevailed, relative to guidelines 
based on instructional level only rather than instructional level and 
academic field.
Program Budgeting
One of the first philosophical evidences toward establishing 
a program budget appeared in a memorandum from the Governor's Office 
on July 11, 1966, which outlined the basic considerations for a pro­
gram budget. The memorandum stated,
The approach [ should ] . . .  be based on a well-defined pro­
gram of needs and the allocation of available funds among elements
of the program, on a priority of needs basis. For example, in
higher education, the program budget should take into account (1) 
the projection of enrollments for the new biennium; (2) the pro­
jection of increased costs on the basis of present level of oper­
ations; and (3) the total costs involved in meeting the projected 
program. (This relates to maintenance and operation only. The 
enrollment projections over a 10 to 20 year period should be the 
basis of capital outlay programs, updated biennially, and oriented 
to the individual institutions' master plans.)
When the total budget is in hand the Governor will be able to
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review the need in relation to the estimated revenues . . .
The program, representing the sum of the components, must be 
developed realistically. Division of the Budget analysts, working 
closely with agencies and institutions so that . . .  it will 
represent the combined judgment of the agency . . . the Governor, 
the [ budget ] analyst, and the Director of the B u d g e t . 55
The key words in this passage were "on a priority of need basis."
Similar comments were made by the Governor in his pronouncement on
"State Budget Policies," cited earlier. Most modern program budgets
have consisted primarily of grouping activities according to their
similarities in nature, as opposed to the more common grouping by
the administrative agency or the organizational structure. Program
budgeting has been structurally quite similar to functional budgeting
at the statewide level. Between 1918 and 1972, the Virginia budget
document was presented generally along functional lines. Therefore,
the mechanics of change to a program budget were not so obvious,
although a partial reorganization of the budget document did take
place between 1968 and 1970. The changes appeared most prominently in
the Functional Comparisons in the Analysis Section of the Budget.-*®
Interest in program budgeting received scattered attention
after the Godwin administration. For instance, Senate Joint
Resolution Number 5 was introduced on March 5, 1970, but it died in
committee during the legislative session. T. Edward Temple,
Commissioner of Administration, expressed his interest in a Planned-
Programming-Budgeting System in a memorandum dated March 9, 1970,
to Edwin J. Crockin, then Acting Director of the Budget. (PPBS is
one form of program budgeting.) Later in the same year, John R.
84
McCutcheon, the newly-appointed Director of the Budget, referred to
" . . . improving the use of program structure in budget analysis."
Since higher education already constituted a program in the overall
state budget, the changes toward program budgeting did not seem to
affect higher education, except the overall priority for funds.^
The momentum for moving toward an overall program budgeting faltered
58with the demise of Senate Joint Resolution Number 5. As nearly as 
can be documented, key legislators indicated that the resolution died 
in committee because of the pending completion of the Governor's 
Management Study which was then in progress.
Priorities are generally considered when the Governor and 
General Assembly each review the proposed budget. They usually seem 
to be motivated by politics or personal predilection. The priorities 
used to determine budget allocations are not readily available, other 
than by inspection of the budget documents and the general commentary 
in the letter of transmittal of the budget document. Sometimes 
camp&ign promises or political platforms furnish clues. For instance, 
Governor Godwin openly professed a high priority for higher education, 
and subsequently, higher education fared well for appropriations 
during the Godwin administration.
Capital Outlay
One major philosophical change occurred relative to capital 
outlay in 1966. The capital outlay function was separated from the 
Division of the Budget and was vested in a homogeneously related staff
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division under the Governor, the Division of Engineering and Buildings. 
This separation of this function from the Division of the Budget had 
been broached as early as 1962 by the Virginia Advisory Legislative 
Council's Committee on Capital Outlay Operations. The shift had been 
resisted by the Director of the Budget on grounds of divided responsi­
bility and increased administrative costs accruing from duplicated 
eg
staffs. On a ldter occasion the Director of the Budget reaffirmed 
his belief in the need for unity in preparing an executive budget.
In spite of these protestations, the Division of Engineering and 
Buildings was formed in 1966.
State-Level Automated Data Processing
Early Developments Including 
the Harrison Administration
Philosophical attachment of the State of Virginia to modern 
equipment is not new. Early reports of the Auditor of Public Accounts 
make reference to new tabulating and punch card equipment. The rapid 
technological progress of automatic data processing equipment and 
techniques during the 1950s caught Virginia in the ground swell, but 
developed generally on an individual agency basis. (For the purposes 
of this study, the term "electronic data processing" [ EDP ] will be 
considered synonymous with "automatic data processing" [ ADP ]. In 
1962, Governor Harrison appointed a committee to survey " . . .  elec­
tronic data processing equipment in use in the S t a t e . T h e  Committee 
was composed of the Directors of the Budget, Personnel, Purchases and 
Supply, and the Auditor of Public Accounts. The survey requested, in
part, information about the uses to which electronic data processing 
equipment was being put; the estimated percentage time GDP was being 
used for the specific purposes of accounting, statistics, or other; 
the estimated percentage of time used for internal administration, 
such as reports; the estimated percentage of time equipment was used 
by other agencies; the costs and cost factors, such as the time used, 
the installation fees, the number of operating personnel, and the 
rental or purchase of equipment. The survey revealed that twenty- 
eight of ninety-two agencies were using electronic data processing 
equipment. Of the twenty-eight, six were using computer systems; four 
of the six computers were located at three institutions of higher 
education— the Medical College of Virginia, the Virginia Polytechnic 
Institute, and the University of Virginia. The institutional com­
puters were being used for accounting, engineering, education, and 
research. All of the equipment was rented, except that at the 
University of Virginia which had been purchased from endowment and 
Federal funds. The University of Virginia equipment was being used 
primarily for research. The survey further revealed that the Division 
of Budget and the State Council possessed no equipment and expended 
no funds for that purpose at that time. In contrast, the Division of 
Personnel was paying $2,630. per year for service; the Department of 
Accounts owned twenty-three GDP units at a cost of $214,200. and 
incurred additional annual rental costs of $20,652.; Purchases and 
Supply, one unit and a modest $3,192. rental. Other institutions of 
higher education using noncomputer GDP equipment included the College
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of William and Mary, the Virginia State College, and the Old Dominion 
College.^
The foregoing data suggested several thoughts about electronic 
data processing in higher education at that time. First, the insti­
tutions of higher education were committed to an EDF philosophy which 
in some measure was related to budgeting by the use of the equipment 
for accounting and related administrative matters. Second, on the 
other hand, little commitment to EDF appeared to exist in the Division 
of the Budget, although other State-level agencies which participated 
in the budgetary process were significantly committed. Last, the 
State Council had committed no financial resources although other 
documents indicate that it was anxious to develop an ADF capability 
to accommodate its developing data collection programs.
Governor Harrison responded to the survey by designating the
Director of the Budget as the Governor's representative with respect
to installation of ADP equipment, but also established a position of
State Computer Coordinator in the Auditor of Public Accounts office.
The coordinator was charged with review, study, and recommendations
63to the Budget Director on computer installations. The State auto­
matic data processing plan, published later, stated, " . . .  The 
creation of this position was the first official recognition of the 
unique aspects and technical complexities of ADF decision making 
tasks." A broad interpretation of decision making tasks would include 
budgeting. The plan continued, " . . .  It also emphasized the 
necessity for a central planning and coordinating function to oversee
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Commonwealth ADP growth."*^
The survey also highlighted the uncoordinated development 
of ADP resources throughout the State. This lack was further noted 
In the report of the Higher Education Commission In 1965 which 
recommended that,
. . .  a joint committee on computer services be appointed by 
the State Council of Higher Education for Virginia and that this 
Committee work closely with the agency in the office of the State 
Auditor about future developments of computer services in the 
State's institutions of higher education.
The Commission's recommendations were endorsed by the State Council
and forwarded to Governor Mills E. Godwin, Jr., in February, 1966.^
The Division of the Budget and 
Electronic Data Processing
Early attempts to develop an electronic data processing capa­
bility were documented in a memorandum to the Director of the Budget 
by one of his examiners, F. C. Jones, Assistant Director of the 
Budget, in June, 1964. Jones suggested that,
. . . [ it would be ] worthwhile to make a study of the feas­
ibility of the application of electronic data processing equipment 
to the various programs and projects of the Division of the Budget, 
especially the preparation of the biennial budgets with special 
consideration to economy, efficiency, and expediency.*^
Jones also discussed several associated problems of the 
limited staff during the preparation of the budget, the restricted 
time available during the preparation of the budget, the increasing 
workloads brought about by expanding State functions, and the commen­
surate increase in the size of the budget document itself. Against 
this background, Jones pointed to some possible applications of EDP
to the budget preparation, as follows: the preprinting of information
in certain columns of the budget forms coupled with postprint tabu­
lations and computations after agencies submit forms; the printing of 
the recommendations and final version for photographing by the 
printer; the transfer of personnel information from Division of 
Personnel punch cards to the appropriate budget forms; the summary and 
printing of salary data; the making of analyses and summaries of stu­
dent semester credit hour data submitted by colleges; the production 
of statistical data for the budget document analysis section; the 
making of analyses not then being done; the maintaining of the appro­
priation and the allotment records and controls and the preparation 
of the advices of allotment; the preparation of comparative reports 
and analyses (such as the analyses of positions, work loads, program 
costs, the expenditures for individual items such as food, clothing, 
drugs, and office supplies); the applicability to some capital outlay 
projects; and the involvement of the coordinated use of equipment with 
other agencies with similar needs, such as the Division of Personnel.^ 
Approximately one month later, Jones entered a plea for electronic 
data processing to help solve several related problems which peren­
nially plagued the Division of the Budget and the legislature, namely, 
the continuation costs of agencies, the expansion costs, and the new 
c o s t s .68 These three elements of information are the same three that 
were requested from State agencies in January, 1963, for inclusion 
into the 1964-1966 biennial budget.^ They are also the same three 
elements that the State Council had attempted to incorporate as
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supplementary Information on the standard budget forms.
In September, 1966, after Governor Godwin set the tone for the 
administration, the Department of Accounts In the State Comptroller's 
Office Initiated some changes to a computer system. The Director of 
the Budget contacted the Department of Accounts and suggested some 
computer opportunities with respect to the Division of the Budget, as 
follows:
One possibility Is In a more flexible coding system for 
objects of expenditure. Another Is in a review of our own prep­
aration of budget items to ease your coding of expenditures. A 
possibility for reducing paperwork and reducing time required to 
exchange information lies in electronically linking our appro­
priation and allotment records with yours.
A1though some information subsequently became available on the budget
forms, it took until 1969 to develop even a prototype of the electronic
data processing capability of which Jones had sought.Between 1966
and 1969, progress toward EDP became obscured and fused with the
overall State development of the automatic data processing program
which was actively pursued by Governor Godwin's administration.
Developments under 
Godwin Administration
Governor Godwin encouraged the development of automatic data 
processing throughout his administration. His early concerns were 
reflected in a report by a Computer Advisory Committee. The purposes 
of the Committee were to review the status of computer development 
and answer two questions: first, was the State of Virginia obtaining
maximum efficiency from personnel and equipment?, and, second, was it
necessary to employ an outside consultant for further appraisal and 
recommendations? The answers to the questions were no and yes, 
respectively. Among weaknesses In State ADP capacity, the Committee 
noted a lack of uniform methods of the systems documentation and less
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than good documentation of the existing programs. The Committee 
recommended a policy of executive and legislative leadership, a posi­
tive and continuing support, and a staff responsible to the Governor 
within the Department of Administration. Also, It recommended a 
planned unification of ADP installations to be accomplished over a 
ten-year period, except that a selected decentralization should be 
allowed for institutions of higher education. This exception recog­
nized the unique requirements for computers in administration, 
teaching, and research, but also acknowledged the need for the central 
control over purchase and installation. Further, the recommendations 
suggested a statewide policy to ensure a common means of exchange 
of information or data. The Committee tabulated the costs and 
anticipated substantial savings as a result of its recommendations.
Of particular note; enclosures to the report revealed that, 
as of January 1, 1967, the Division of the Budget was not availing 
itself of ADP services; whereas the previously mentioned State 
agencies, including the Council of Higher Education and institutions 
of higher education had expanded their uses of automatic data pro­
cessing services. Of further note, the Division of Budget was repre­
sented on the Advisory Committee, along with the Commissioner of 
Administration and the Director of the State Division of Planning.^
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The Higher Education Plan
As might be expected, the State Council was still vitally 
concerned over ADP capability for itself and the institutions of 
higher education. Growing out of the Council's previous recommen­
dation for its own advisory committee on electronic data processing, 
Governor Godwin authorized an Advisory Council on Educational Data 
Processing with the State Council of Higher Education's Director as 
Chairman.^ The Advisory Council was charged with coordinating with 
the State Director of Automatic Data Processing and the State Council 
in the development of a coordinated plan for all State-supported 
colleges. The plan for (Higher) Educational Data Processing was 
published and approved by October, 1969, and conformed with criteria 
established in the statewide plan.^ The Educational Data Processing 
Plan was designed to: effect review of ADP proposals of the insti­
tutions of higher education in accordance with the statewide plan; 
coordinate interinstitutional activities relative to development, 
training, standards, and sharing of equipment; and coordinate higher 
education ADP matters with the State Council of Higher Education,
77Division of Automatic Data Processing, and other interested parties.
The State Plan and Budgeting
Directly related to budgeting were two parts of the statewide 
(ADP) plan. The plan called for two information systems, an executive 
and a legislative. Each system contained various subsystems of infor­
mation, usually maintained by particular State agencies. For instance,
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the executive system was designed to contain the ledgers on the 
personnel, the positions, the retirement, the payroll, a general cate­
gory, the appropriations, the expenditures, the allotments, the budget 
files, the funds, and the revenues. On the other hand, the legis­
lative system was designed to store the information on the taxes, the 
vendors, the central services, the specifications, the usage, the 
statutory research, the bill drafting, and the bill history. These 
kinds of information reflected what the legislators oftentimes 
requested. Upon completion, the two systems would be known as the 
Legislative and Executive Information System (LEIS). Each of these 
files would contain some information which is used in the budgeting 
process during either the preparation of execution phase of the 
budget.
The two systems were designed to interlock. Information 
recorded in one could be programmed to produce various kinds of 
analyses from the other. The potential contribution of the system 
to budgeting was large. The potential contribution for higher edu­
cation was also large. For instance, if the higher education infor­
mation system could be cross-coded with the Legislative and Executive 
Information System, an enormous analytical capacity would exist.
In mid-1972, the LEIS, unfortunately, was only partly com­
plete. The legislative bill history file was placed in operation 
for the 1970 legislative session. It possessed the capability of 
following the bill through the legislative process, giving the salient 
information such as which committee was working on a bill and what
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78amendments had been made.
Some concern about the fiscal aspects of the budgetary process
was registered by the Division of the Budget which was interested in
developing " . . .  a procedure for periodic re-examination of revenue
estimates."^ By the 1970 legislative session, certain elements of
the budget had been entered into the executive system and were used,
in part, to produce the 1970-1972 Budget. This progress prompted
Governor Godwin to announce to the General Assembly that,
Use of automatic data processing facilities in budget analysis 
has been advanced and plans are active for further use of such 
facilities in budget production. A model has been prepared as a 
basis for claiming certain overhead reimbursements from Federal 
agencies.®®
By 1972, key elements of the 1970-1972 Budget had been placed in an 
automatic data processing system for future use in budgetary manage-
Q1
ment and analyses.
New Directions
Toward the end of the time period for this study, a new 
Director of Automatic Data Processing observed that the ADP system 
had not produced results as well as expected. He, therefore, pro­
posed a shift in emphasis from the previous coordinative role to 
positive planning for integrated technical systems and consolidated 
management. In this manner, the Director believed better use could
QO
be made of existing ADP capacity. There are two features which 
stand out in the new Director's approach. First, he desired a plan 
which would consolidate computer requirements on the same admini­
strative cycle as budget preparation. Second, the plan would concern
95
primarily the Richmond-based computer centers, but not the centers at 
institutions of higher education. The proposed shift in emphasis was 
not intended to uproot and reorganize past development of automatic 
data processing, but to make the data more interchangeable and cen­
trally managed. In effect, the shift would add dimensions to ADP by 
introducing efficiency and effectiveness to the system, and attenuate 
the cost of adding expensive elements to the system.
By the close of the time frame for this study, State agencies 
associated with either budgeting or higher education continued to 
be heavily committed to the philosophy of automatic data processing 
development. These agencies included the Division of the Budget, the 
State Council of Higher Education, the Auditor of Public Accounts, 
the Comptroller, the Division of Personnel, and the Division of 
Engineering and Buildings.
Powers
At the beginning of the period, the constitutional powers for 
higher education remained the same as they had been since the 1928 
revisions to the Constitution of 1902. Since the budget function was 
established by statute in 1918, there seemed to be little need for 
constitutional provision to substantiate that function, vested in the 
Division of the Budget and to some extent in the Division of 
Personnel. A few constitutional changes occurred throughout the 
period 1950-1972 which impinged on the development of formal budgeting 
methods, but the most changes relative to formal budgeting resulted
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from the statutory revisions. These constitutional and statutory 
changes will be covered as they occurred chronologically, noting 
their relevance to formal budgeting.
Prelude to the State Council 
In 1950, the social, economic, and political forces which 
eventually created the State Council of Higher Education were 
beginning to be experienced. There were two resolutions introduced 
to the General Assembly, one to each chamber— the Senate and House of 
Delegates. The resolutions were similar in nature, each calling for 
a commission to study possible changes in the organizational structure 
of State-supported institutions of higher learning. The texts of the 
resolutions reflected the concern over the rising costs of higher 
education, the increasing numbers of out-of-state students, the 
tuitions, and seeming duplication.®^ In the House version, the pro­
posed commission would have been charged specifically to consider, 
in part: the unit costs of instruction, a well-designed system of
accounting for auxiliary enterprises, the financial operations, the 
proposed budgets for operations, and the capital outlay and long-range
Q A
improvement plans. Both resolutions died in committee.
In 1952, the legislative effort was renewed with two more 
actions in the House of Delegates. First, House Bill Number 43 was 
introduced to provide for the coordination of the State-supported 
system of higher education by creating a State Board of Higher 
Education. The original bill reported by the Committee on Education
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was abandoned in favor of an amendment in the nature of a substitute 
(proposed by the Committee on Appropriations). The bill then passed 
in the House, but died in the Senate Finance Committee. The principal 
difference between the two bills holds special relevance for this 
study. The first bill would have empowered the State Board of 
Education to receive and consolidate budget estimates of institutions 
of higher education. On the other hand, the substitute bill allowed 
a coordinating council only to receive budget estimates and make 
recommendations to the Governor. Although the amended bill failed to 
pass, it presaged the future character of the successful law in 1956 
which established the State Council of Higher Education.
A few days after the failure of House Bill Number 43, a reso­
lution was introduced to create a joint House-Senate committee on 
higher education. The committee would have been empowered to inves­
tigate such matters as the General Assembly or the Committee itself 
would c h o o s e . T h e  resolution passed the House, but died in the 
Senate Rules Committee.
Constitutional Amendments— 1952 and 1956
In 1952, a Constitutional amendment was ratified permitting
the State to appropriate funds to the agencies or the institutions
87created by two or more States. This amendment eased the way for 
the State to join compact organizations such as the Southern Regional 
Education Board which later rendered advice and counsel to the State 
Council on such matters as formula budgeting, student aid, and
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information systems.
A further amendment of this same article occurred in 1956.
This revision permitted the General Assembly to appropriate public 
funds for Virginia students in the public and the nonsectarian private 
schools. Although the amendment was responsive to the integration of 
public schools at that time, it broke precedent with the past and set 
the stage for amendments in 1970-1971 permitting loan assistance to
O Q
students attending private institutions of higher learning.00
The State Council of Higher Education— 1956-1966 
The events leading to the final approval of the State Council 
of Higher Education in the 1956 legislative session bore similar 
trademarks to the 1954 session. Again, two bills, similar to the 1952
O Q
bills, were introduced into the legislature. Both bills were
referred to the Appropriations Committee. The more moderate bill
was reported and passed into law. The statute creating the State
Council of Higher Education read as follows:
. . . [ to promote ] the development and operation of a sound, 
vigorous, progressive, and coordinated system of higher education 
in the State of Virginia. . . . [ The Council was ] charged with 
the duty of assembling data and with the aid of boards and offi­
cers of the several institutions preparing plans under which the 
several state-supported [ sic ] institutions of higher education 
of Virginia shall constitute a coordinating system. Such plans 
shall indicate the responsibility of the individual institutions 
for developing programs in specified fields of undergraduate, 
graduate, and professional education. The Council shall have the 
power, with the approval of the Governor . . .  to limit any insti­
tution to such curriculum offerings as conform to the plans 
adopted by the Council . . . the Council insofar as practicable 
shall preserve the individuality, traditions, and sense of respon­
sibility of the respective institutions. It shall have no 
authority over endowment funds now held or in the future received
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by any of the institutions. [ It shall ] study questions 
requiring State-wide policies in higher education and shall make 
recommendations . . .  to the institutions of higher education 
. . .  to the Governor or . . .  to the General Assembly. [ It 
shall ] cooperate with the State Board of Education . . .  in 
connection with . . . college admission requirements and teacher 
training programs . . . Not less than thirty days prior to sub­
mitting its biennial request to the Governor . . . each insti­
tution shall transmit to the Council a duplicate original of its 
budget request . . . the Council shall prepare an estimate of such 
needs for each year of the ensuing biennium, coordinating the 
budget requests of all the institutions but identifying . . . each 
institution. . . . The Council shall determine, in cooperation 
with both public and private institutions . . . , the probable 
number of students who will seek a college education, . . . what 
locations are suitable for branch institutions or extension work, 
choose the existing State institutions which are best suited to 
operate such branches or extensions, and ascertain the cost to 
the State of such branch or extension institutions . . . The 
Council shall report on these matters . . . biennially . . .  to 
the Governor and General Assembly . . .  No state institution of 
higher learning shall establish any additional branch or division 
or extension without first referring the matter to the Council for 
its information, consideration, and recommendation and without 
specific approval by the General Assembly . . . The Council shall 
undertake such studies . . .  as the Governor and General Assembly 
. . . may from time to time require of it . . . and utilize the 
facilities of existing State departments, institutions, and 
agencies . . . The powers of the governing boards of the several 
institutions over the affairs of such institutions shall not be 
impaired by the provisions of this act except to the extent that 
powers and duties are herein specifically conferred upon the State 
Council of Higher Education.90
The powers granted to the State Council were substantial in comparison
to the funds appropriated. During its first two years of operation,
$22,500. was appropriated for the Council's use. The contrast between
delegated powers and money appropriated reflected the same ambivalence
as had existed between the two original sets of bills which had been
introduced to establish the Council. Those legislators who desired a
strong Board supported one bill; whereas those legislators who desired
a weaker coordinating Council supported the other bill.
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Abridgement of the State Council
The ambivalence came to a head In 1960. The Council had 
submitted Its first biennial budget recommendations to the 1960 legis­
lature concerning the Institutions of higher education. The Council 
recommended some positive and some negative actions relative to the 
institutions of higher education. Then an unusual event occurred.
The Budget Bill for the 1960-1962 biennium appeared with a stipulation 
regarding the appropriations for the State Council. The stipulation 
read as follows:
"STATE COUNCIL OF HIGHER EDUCATION 
FOR VIRGINIA
"Item 408 First Year Second Year
"For providing for the coordination 
of the State-supported system
of higher education $62,130 $50,950
Provided, however, that no 
expenditure of this appropriation 
shall be made for the coordination 
of institution budgets as set forth 
in § 23-9.9 of the Code of Virginia."^
Section 23-9.9 of the Code of Virginia granted the State Council the
powers to review the budgets of institutions of higher education.
There is little available evidence to explain why the Council's budget
review powers were suddenly curtailed. The event did suggest, however,
an ambivalence in legislative support for the State Council at that
time.
Restoration for the 
State Council— -1966
By 1966, new forces had been generated in the legislature and
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a series of statutory changes occurred which related to budgeting and
higher education. First, the budget review powers of the State
92Council were restored. The restoration of these powers had been 
strongly recommended by the Higher Education Study Commission (1965),
Q O
directed by John Dale Russell. The Council director and other pro­
ponents also supported the restoration of the original budgetary 
powers. Furthermore, the restoration occurred at the confluence of 
several important conditions: the move on the part of the Division
of the Budget toward formula budgeting; the growing influence of a 
vigorous new Director of the Council; and the dedication of a new 
governor to continue the improvement of higher education and to 
modernize State government with respect to automated data processing 
and program budgeting.
Several other statutory changes occurred in 1966. First, the 
legislature authorized the State Council to continue and to complete 
studies begun by the Commission on Higher Education.^ Next, a 
Commissioner of Administration was established to accomplish two 
major objectives: one, to promote efficiency in administrative
management; and two, to relieve the Governor of many burdensome 
details.The Commissioner of Administration was charged with: 
supervising the various divisions within the Governor's Office, 
coordinating their activities with other agencies, and executing the 
management function of the Governor.
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New Agencies— 1966-1970
Between 1966 and 1970 several new State agencies were created. 
One, the Division of Engineering and Buildings, has been previously 
mentioned.^ This Division absorbed many of the housekeeping details 
which formerly had been administered by the Division of the Budget, 
and it also absorbed the capital outlay function, splitting the 
executive budget function in a major fashion. The shift had been 
recommended by the Commission for Economy in Governmental Expenditures 
to relieve the Division of the Budget of administration not related 
to fiscal matters. Consequently, the responsibilities of the Division 
of the Budget were reduced to preparing and administering the budget, 
and inquiring into possible cost reduction.The remaining budget 
staff were few in number (five) to plan, prepare, and execute the 
entire budget for a burgeoning State bureaucracy.
Along with the reorganization of the Governor's Office, a 
Division of Planning was created. The former Division of Industrial 
Development and Planning was divided into two divisions— Planning 
and Industrial Development. The Division of Planning was charged, 
in part, with responsibility for: basic statewide planning, including
a State master plan representing the coordinated efforts and results 
of all participating planning groups; long- and short-range economic 
analyses and projections; liaison with Federal agencies; internal 
planning of State agencies; and cooperative joint efforts in 
planning.99 (in two years the name was changed to Division of
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Planning and Community Affairs to reflect its central focus.)
Last, the Division of Automated Data Processing which was 
established by Executive Order in June, 1968, and given statutory 
powers in 1970. The Division of ADP was charged in part to provide 
for the efficient and coordinated use of ADP techniques, personnel, 
and equipment.^®®
The significance of these changes in statutory powers was 
several fold. First, the Commissioner of Administration became an 
active agent in the budget process in spite of the fact that no 
statutory change occurred in the duties of the Division of the Budget, 
other than the removal of the capital outlay function to the Division 
of Engineering and Buildings. Next, the establishment of the 
Division of Planning introduced another agent into the overall 
planning process. The Division of the Budget, Division of Planning, 
Division of Engineering and Buildings, the State Council, and insti­
tutions of higher education were all empowered in some degree to 
engage in budgetary planning for higher education. Finally, the 
development of an automated data processing capability presaged more 
efficient and more effective budgeting.
Constitutional Amendments— 1970-1971 
The need for capital resources for higher education and other 
activities had become so acute during the early part of his admini­
stration that Governor Godwin vigorously pursued flotation of general 
obligation bonds totaling eighty-one million dollars under the pre-1971
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Constitutional provisions. Some deficiencies in capital outlays for 
higher education were expected to be satisfied by the flotation.101 
The net effect of eventually floating the general obligation bonds 
under the pre-1971 Constitution took some of the immediate pressure off 
the higher education budget. (The pre-1971 provisions generally 
paralleled the first two methods for issuing bonds under the 1971 
Constitution, although the earlier constitution permitted only a low 
debt limit.102)
In 1970, a new State Constitution was ratified after several 
years of preparation and became effective on July 1, 1971. Several 
features in the new Constitution affected the allocation of capital 
resources to higher education. First, revised authority for borrowing 
monies backed by the full faith and credit of the State was obtained. 
The revised authority allowed the State to pledge full faith and 
credit of the State by three methods: for emergencies; for single
purpose projects; or for revenue producing projects. The first method 
could be authorized by the General Assembly; the second had to be 
authorized by a majority vote of both houses of the legislature 
followed by a successful popular referendum; the third could be auth­
orized by a two-thirds majority vote of the legislature. The overall 
debt limit for the State was raised from 1 per cent of the taxable 
assets to 1.15 per cent of the average annual tax revenues from the 
income and the retail sales taxes over the previous three years. The 
change raised the debt limit substantially. The new debt authority 
marked a significant step forward in the financing and allocation of
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State resources. But, the need for more funds was so great that a 
Constitutional revision was needed to raise the debt limit and to 
simplify procedures. The Constitutional change related to formal 
budgeting because the monies raised by debt financing in higher edu­
cational institutions was used exclusively for capital outlays, and 
the problem of allocating funds for capital outlays was being advanced 
by the State Council through the Space Utilization Guide and other 
related studies.
There are two other Constitutional revisions which focused the 
increased attention to developing formal methods of budgeting for 
higher education. First, the new Constitution authorized the General 
Assembly to provide loans to Virginia students attending nonprofit 
colleges and graduate schools, so long as the training was not reli-
1 no
gious or theological in nature. J This represented a marked shift 
in public support for students attending private institutions in 
Virginia. At the same time, the new Constitution authorized the 
General Assembly to establish an agency to assist in borrowing money 
without State obligation for construction of educational facilities.
As programs were developed under these new authorities, some State 
agencies, especially the State Council, were confronted increasingly 
with developing formulae to allocate appropriated funds.
New Agencies— 1970-1972 
In 1972, two statutory changes occurred that portended the 
eventual alteration of formal budgeting processes. First, the
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legislature established six Secretaries which form a Cabinet for the 
Governor. The Secretaries were empowered as follows:
. . . [ to ] exercise such powers and perform such duties as
may be delegated . . .  by the Governor to execute the management
functions of the Governor with regard to those agencies for which
the secretary is responsible . . . each secretary shall be vested
with the powers of the Governor, if authorized by the Governor, 
with respect to those agencies for which the secretary is 
responsible.105
The powers of the Secretary of Administration were virtually synonymous 
with the former Commissioner of Administration; hence, the relationship 
with the Divisions of Budget and Automated Data Processing remained 
approximately the same. However, the Secretary of Education became 
responsible for the management of the State Council and other educa­
tional agencies. The Secretary of Finance became responsible, in 
part, for the Departments of Taxation, Treasury, Accounts, and 
Purchases and Supply.
The second statutory development in 1972 related to the 
establishment of a General Accounting Office (GAO) for the State of 
Virginia. Under a Director elected by the General Assembly, the GAO 
was empowered to study " . . .  on a continuing basis the operations, 
and practices and duties of State agencies as they relate to effi­
ciency in the utilization of space, personnel, equipment, and facil­
ities."10  ^ The GAO was also charged with reporting on duplications 
which should be redistributed or redefined and on ways to improve 
efficiency, economy, and service to the State. The GAO did not become 
operational because the statutes governing it were modified by the 
next legislature. Speculation about the impact of the originial or a
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successor agency would follow the same line of thought presented for 
the Secretaries and Commissioner of Administration. Namely, another 
power entered the arena of budgeting. Also, its nature as a "watch­
dog" agency over efficiency and utilization would influence the 
allocation of resources to some extent.
The last development in 1972 which probably will make an 
impact on formal budgeting methods for higher education was the 
creation of the General Assembly Commission on Higher Education. 
Commonly known as the Stone Commission (named for Senator W. F. Stone 
of Martinsville, Virginia), the formal purpose of the Commission was 
to examine the financing, coordinated planning, and priorities toward 
a unified system of higher education.10  ^ The report of the Committee 
was not due until November, 1973.
By way of interim summary, two general trends could be 
observed from the changes in budgeting powers between 1950 and 1972. 
First, further fragmentation occurred in the budgetary process from 
laws which specified budgeting powers for the State Council of Higher 
Education and the Division of Engineering and Buildings. In similar 
fashion, budgeting responsibilities were assumed by other agencies, 
such as, the Commissioner of Administration, the various Secretariates, 
and the several planning agencies. The effects of the most recent 
developments— the General Accounting Office and Stone Commission^-were 
unknown at the close of the study, although their functioning in the 
budget process would fragment the process even further.
Second, the constitutional changes between 1950 and 1972
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impinged on two situations related to formal budgeting methods for 
higher education, namely, student aid for nonpublic and nonsectarian 
institutions and the extension of the State debt limit. Allocating 
funds for student aid led to a forumula-style solution. Increasing 
the debt limit temporarily eased the financial pressures for capital 
outlay funds until the space utilization guide was completed.
Structures
Structural changes included the formal organizational, func­
tional, and personnel changes that occurred in the State agencies. 
Such structural changes often reflected the current policy, or 
emphasis being placed upon the operation of the government; but these 
changes are treated as distinct from the philosophy or allocation of 
constitutional or statutory powers. In sequence, the following 
agencies will be covered: the State Council of Higher Education, the
Division of the Budget, Division of Automated Data Processing, and 
the superstructure of government embracing the Commissioner of 
Administration and Secretariates.
The State Council of Higher Education 
The State Council began its operations with a very small pro­
fessional staff of one Director and a secretary in 1956. By 1960, it 
had grown to include a Director, Assistant Director, and two secre­
taries.10  ^ The growth of the Council's staff was minimal until the 
Council received political and financial support during the admini­
strations of Governors Harrison and Godwin. The professional staff
remained at three specialists and three secretaries until 1964. In 
1965, the Higher Education Study Commission recommended an operating 
budget sufficient to staff the Council.
Early Committees
In the early years, the Council functioned on the basis of 
ad hoc committees, such as the one-man Committee on Educational 
Affairs and the Committee on Scholarships and L o a n s . T h i s  struc­
ture of operation was a function of the small staff, but also it 
may have reflected the role perception of the staff. For instance, 
in 1959, the Council perceived itself in three roles: advisory,
regulatory, and developmental.'*'^ The advisory role was implemented 
as a coordinating agency for the Governor, General Assembly, and 
institutions of higher education; the regulatory role involved program 
and budget review; the developmental role presumed the development of 
a system of higher education in Virginia. By the end of 1963, under 
the leadership of McFarlane, the Council reported involvement with 
four committees which were concerned with budgetary matters; the four 
committees were composed of: admissions officers, collegiate regis­
trars, governing board members, college business officers, representa­
tives of the State Auditor and Budget Director, and college librar­
ians. ■*■■*•2 The committees functioned respectively in the areas of 
admissions, uniform statistical reporting, educational costs, and 
library costs.
At the same time, the Council participated in quasi-committee
no
projects. Probably the most noteworthy such project was the Virginia 
Cost Study between 1962 and 1964. The Cost Study and its subcom­
mittees brought together a number of institutional presidents, 
business officers, representatives of key State agencies like the 
Division of the Budget and the Auditor of Public Accounts, and some 
representatives from private interests. The impact of the Cost 
Study on formal methods of budgeting is particularly noteworthy. The 
Subcommittee on Classification of Accounts developed a set of defi­
nitions, instructions, and statement of expenditures, representing a 
certain degree of consensus among the institutions of higher education 
and, thus, laid the groundwork for establishing a uniform Chart of 
Accounts for higher education.
The Professional Advisory 
Committee System
With the change of Directors in the Fall of 1964, the Council 
revised the old committee system into a Professional Advisory 
Committee (PAC) system by 1966. The system was composed of an overall 
General Professional Advisory Committee (GPAC), with subcommittees 
for functional areas such as Library, Extension, Finance, Instructional 
Programs, 2-Year/4-Year [ sic ] Articulation, and Admissions and 
Enrollment (see Figure 1). The General Committee was generally com­
posed of the administrative heads of institutions, including Community 
Colleges. The Plan for the Professional Advisory Committees specifi­
cally noted that the system was not intended to preclude or restrict 
the Council of Presidents of State-Aided Institutions of Higher
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Learning In Virginia. The other committees were composed of appro­
priate representatives designated by each four-year institution of 
higher education and the State Board for Community Colleges. Also, 
the committee memberships included one or more designated staff 
members from the Council. The tenure of committees was established 
as two years. The Council reserved the prerogative of appointing 
additional advisory committees. The Council also reserved the pre­
rogative of releasing all public information about the work and 
reports of the committees.
Some of the functions of the various committees, as outlined 
in the Plan, were particularly relevant to this study. For instance, 
the General Professional Advisory Committee provided recommendations 
and advice to the Council upon request, or, conversely, made recom­
mendations it deemed appropriate. It developed and recommended 
guidelines to promote financing a progressive and coordinated system 
of higher education, and, very importantly, reviewed and acted upon 
policy recommendations from the area advisory committees prior to 
submitting recommendations to the Council. In similar fashion, some 
area advisory committee functions were highly relevant: the Library
Committee formulated and recommended guidelines for the financial 
support of libraries; the Finance Committee assisted in the develop­
ment of a uniform system of budgeting and accounting; the Instructional 
Programs Committee recommended guidelines for administering the 
Graduate Incentive Fund, teaching loads, student-facuity ratios, and 
the like, and recommended financial support differentials for the
113
several levels of instruction (i.e., foundation, lower- and upper- 
undergraduate, graduate, professional); the Admissions and Enrollment 
Committee recommended guidelines for population projections and 
enrollment studies. All of these cited functions pertained to contro­
versial issues which had developed over the years. The Professional 
Advisory Committee System represented a more formalized approach than 
the previous advisory committee system.
The efficacy of the System was evident from the relatively 
rapid developments in the Information Data Gathering System, the space 
utilizations guidelines, the revisions to the Chart of Accounts, and 
the development of the Automated Data Processing Plan. The role of 
the professional committee system in developing an Educational Data 
Processing Plan (to be distinguished from electronic data processing—  
EDP) represents an example of the dynamic and responsive quality of 
this system to integrating the requirements of institutions into the 
State level of the higher education system. The Educational Data 
Processing Plan was developed by an area committee which was formed 
to coordinate the data processing requirements of higher education 
with the Division of Automated Data Processing.
In July, 1972, the Council reported eight committees, 
reflecting some realignments and additions, as follows: Data
Processing, Institutional Programs, Library, Finance, Research and 
Development, Admissions and Articulation, Health Professions, and 
Continuing Education (see Figure 2). The functions of the committees 
did not change much from the original ones, although some realignments
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did occur.
The Division of the Budget
Between 1950 and 1958, the Division of the Budget functioned 
much as it had for decades before. Shortly after a change in 
Directors in 1958, the Division was reorganized into five distinct 
sections with functions closely resembling their titles: an
Administrative Office, an Engineering Section (for capital outlays), 
a Bureau of Property Records and Insurance (for all State-owned 
property), a Central Telephone Exchange, and a Buildings and Grounds 
Section (for Capitol Square Area).-^ The heart of the budgeting 
structure lay in the Administrative Office which passed judgment upon 
most policy interpretations and maintained contacts with external 
committees, commissions, agencies, and institutions. It carried 
the workload in preparing and executing the Budget Document and 
Budget Bill, with the exception of preparing capital outlays. Policy 
decisions about the overall budget were largely transactions between 
the Director and the Governor. By 1963, the Division of the Budget 
had accumulated two more sections and the staff distribution of the 
various sections were reported as follows:
Administrative Office 10
Engineering Section 26
Buildings and Grounds 196
Central Telephone Exchange 12
Bureau of Property Records and Insurance 3
116
Capitol Police 20
Central Accounting 10.
By 1966, the Buildings and Grounds Section had been expanded to
include 314 employees, while the other sections remained approximately
the same.H® During the reorganization which took place under Governor
Godwin, the Division of the Budget lost most of its housekeeping
functions, leaving the Division with basically the Administrative
Office consisting of five professional budgeteers and a promise to
11Qexpand the staff to twelve members.
By 1969, the organization chart for the Division of the Budget 
showed positions for a Director; a Deputy Director; an Assistant 
Director; an Administrative Officer; seven administrators, accountants, 
and clerks; and eight budget examiners (see Figure 3). Each budget 
examiner was assigned an area of specialty; one specialist was assigned 
to higher education. The examiners were selected for their training 
in accounting or business administration and experience in specialty 
area. The functions of this revised Division of the Budget were to 
advise the Governor concerning matters with fiscal import and to 
administer fiscal-related activities assigned by statute or the 
Governor. Within the routine preparation and execution of the budget, 
roles were identified in the listing of tasks that included the 
responsibility to:
Recommend, following review, actions by the Governor concerning 
agency activities and policies affecting State fiscal plans (e.g., 
programs, positions, funding policies, grants, standards). Also, 
in conjunction with the Division of Personnel, recommend action by 
Governor concerning salary scales and other cost-related personnel
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policies.
Previously noted was the withdrawal of the capital outlay 
function from the direct control of the Division of the Budget during 
the 1966 reorganization (see Figure 4). Structurally, the new 
Division of Engineering and Buildings was separated from the Division 
of the Budget, but the Division of the Budget was still required to 
piece together the final Budget Document and Budget Bill. The sepa­
ration of Engineering and Buildings increased the coordinative role 
of the Division of the Budget. Structurally, the Division of the 
Budget has remained much the same since 1969, but it regularly engages 
outside assistance during the peak workloads during preparation of 
the biennial budget.'*'^
Division of Automated Data Processing 
The formal development of an automated data processing capa­
bility began with a provision in the 1962 Appropriation Bill which 
specified that requests for electronic equipment required the approval 
of the Governor before purchase. Prior to that time, some long­
standing provisions of statutes made the Auditor of Public Accounts 
responsible for the operation of accounting systems and equipment.
The Division of the Budget played a role in this structure by 
recommending the approval or the disapproval of capital funds for
1 OO
such purchases .*■ The rapid acquisitions of equipment by State 
agencies including the institutions of higher education posed a 
burgeoning financial problem.
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Early Structures
Different sources disagree about the structures which were 
established between 1962 and 1967 to deal with automated data pro­
cessing development. One source stated that on June 1, 1963, a State 
Computer Coordinator was established In the office of the Auditor 
of Public Accounts.^ 3  Another source states that the Governor
appointed a computer committee comprised of representatives from State
10/
agencies, excluding the institutions of higher education. Common 
agreement was found that the Auditor was responsible for the design 
and installation of computers in all State agencies.
During this time, the computer needs for the institutions of 
higher education were handled informally. The Auditor normally 
requested that a committee of educators, appointed by the institutions 
of higher education, review and submit the institutional requests.
If the equipment was needed to establish a new instructional program, 
the program required approval of the State Council of Higher Education. 
Coordination between the State Council and the Auditor was handled 
informally and with s u c c e s s . I n  1966, the Director of the Council 
recommended to Governor Godwin that a joint committee on computer 
services be formed to work closely with the Auditor about future 
developments in computer services for higher education.-^6 The 
Governor greeted the idea favorably, ^ 7  an<j eventually a complex 
automated data processing structure evolved (see Figure 5).
121
Systems
Planning
Section
Auditor of 
Accounts
Assembly
LEIS | 
Section
Council State 
on Higher 
Education
Administration
Commissioner
Covernor
Advisory Council 
on Educational 
Data Processing
Electors
Division of 
Automatic 
Data Pro­
cessing
Automatic 
Data Pro­
cessing 
Audit 
Section
Central Automatic 
Data Processing 
Services
Section_________
Virginia Advisory 
Council on 
Administrative 
Management
Higher 
Education 
Automatic Data 
Processing 
Coordinator
*Other Divisions in the Department of Aminlstration are: Planning, Budget, Personnel,
and Engineering and Buildings.
^Legislative and Executive Information System Section.
Source: Virginia Division of Automatic Data Processing. "Automated Data Processing in
Virginia." Richmond, Virginia: Division of Automatic Data Processing, 1968.
P. 20. [ Archives. ]
Pig. 5.— Structure of Statewide 
Automatic Data Processing
122
The Computer Advisory Committee
A Computer Advisory Committee was formed under the direction 
of the Commissioner of Administration. The Committee was composed 
of five business and industrial leaders. The initial report of 
the Committee recommended that the computer requirements for higher 
education be reviewed by a separate board, because the requirements 
for higher education could not be evaluated in the same terms as 
other State agencies or business enterprises. The Committee sug­
gested an Advisory Council on Educational Data Processing (Educational 
Council) under the auspices of the State Council of Higher Education, 
specifying that planning and administration of the computer program 
remain with the State automated data processing authority. Although 
a Division of Automated Data Processing was designed to implement a 
long-term policy of decentralized operation, a common methodology, 
and the coordinated acquisition of equipment, the Educational Council 
was expected to assure that the computer needs of higher education 
were met; to provide a forum for institutional representatives to 
exchange ideas about automated data processing; to make recommendations 
to the State Council for an annual higher education plan which would 
be integrated into a statewide plan; and, finally, to recommend 
priorities for equipment acquisition. The report also recommended 
continuation of the Advisory Council for two years, until an automated 
data processing plan could be implemented. It further recommended 
that the Council be enlarged to twenty-five members, including most
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State agencies, the Department of Community Colleges, but not the 
State Council. Finally, it recommended that the Commissioner of 
Administration be the Chairman of the Advisory Council and also the 
Chairman of a Steering Subcommittee.^ 9
Virginia Advisory Committee 
on Administrative Management
Most of the recommendations of the Advisory Council's report 
were followed scrupulously. However, a few individual touches were 
added in the implementation. Governor Godwin issued an Executive 
Order on March 4, 1968, authorizing the establishment of a Virginia 
Advisory Council on Administrative Management (VACAM), a State 
Director of Automated Data Processing, the continuation of the 
Governor's Computer Advisory Committee, a Division of Automated Data 
Processing, and the Advisory Council on Educational Data 
Processing. ^ 0
The VACAM was designed " . . .  to promote at the policy level 
the efficient development of a statewide information system."131 
The functions were defined to include: a forum for the interchange
of ideas, the review of the statewide plan for information systems, 
the intermediate and long-term State ADP policy, guidance to the 
Automated Data Processing Division. The last included the operational 
feasibility of coordinated statewide information systems and standards 
for automated data processing, a channel of appeal for agencies, and 
legislative recommendations. The Management Council membership 
included the Commissioner of Administration, the Director of the State
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Council, and Director of the Division of Planning. A moratorium was
called on all computer acquisitions until a plan was developed and
132procedures for requesting equipment were altered.
In the structural and the procedural alteration, the authority 
of the Division of the Budget remained basically the same. However, 
initial requests for equipment were to be directed to the Division of 
Automated Data Processing which would coordinate requests with the 
Auditor of Public Accounts when accounting systems and functions were 
involved.
The Statewide Plan 
for Higher Education
By October, 1969, the statewide automated data processing plan 
had been published for the use of State agencies. Before the state­
wide plan, the State Council had formed the Advisory Council on 
Educational Data Processing and approved a higher education 
Educational Data Processing/Automated Data Processing plan prepared 
by the Educational Council. The Educational Data Processing/ 
Automated Data Processing plan was reviewed by the Governor, who 
commended the State Council and Educational Council for their
efforts.135
The Educational Data Processing plan called for regional 
decentralization of higher educational automated data processing, in 
accordance with the original recommendation of the Computer Advisory 
Committee in 1967. This emphasis continued until the end of 1971.136
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Reorganization
In 1972, the new Director of the Division of ADP noted short­
comings in the operation of the ADP plan with respect to developing 
interchangeable information between agencies, including higher edu­
cation. He viewed the remedy as a function of managing the system 
more effectively. Since then, the Division of Automated Data
137Processing has been internally reorganized to achieve these ends. 
However, the external structures remain basically the same as 
established in 1968.
The implications of these structural developments upon the 
budgeting process for higher education suggested that State agencies 
and institutions of higher education had been budgeted for automated 
data processing equipment so extensively that elaborate mechanisms 
were needed to hold acquisitions within reasonable bounds. Some 
State agencies, like the Division of the Budget, had not availed 
themselves of this potential, and they fell behind the natural course 
of progress.
Superstructure
The last set of structures which will be discussed is the 
Secretariate superstructure over the State agencies, with particular 
regards to the Division of the Budget and State Council of Higher 
Education. The superstructure is relevant to this study because the 
policies which are formed in such are bound to influence the agencies 
lower in the bureaucratic hierarchy.
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In 1950, the Governor's personal staff Included an Executive 
Assistant who handled the many administrative duties to ease the 
burden on the Governor.-^8 The routine and policy matters alike, 
relative to the budget, were reviewed by this official, although the 
Division of the Budget was the primary budgetary agency reporting 
directly to the Governor. The position of Executive Assistant dated 
back to 1938, but became more important as the years passed and as 
the State government became more complex. By 1962, the complexities 
of government prompted Governor Albertis S. Harrison, Jr. to divide 
the duties of the Executive Assistant among three assistants.
In 1966, the Office of the Governor was reorganized to include 
a Commissioner of Administration. The Divisions of the Budget, 
Personnel, and the newly-formed Divisions of Planning, and Engineering 
and Buildings were brought under the supervision of the new 
Commissioner (see Figure 6). The object of the reorganization was 
to more effectively administer the operation of the State government 
and to relieve the Governor of burdensome duties. The reorganization 
was designed to produce " . . .  a team of closely knit agencies better 
equipped to serve the needs of the Governor and to coordinate func­
tions of common benefit to departments and agencies."139 At the same 
time, the Commissioner of Administration was available for the 
" . . .  resolution of inter-agency problems."^® With these aims in 
mind, the Governor issued an Executive Order on July 1, 1966, 
empowering the Commissioner of Administration " . . .  to execute all 
documents pertaining to personnel and budget procedures and
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administration which heretofore have required the signature of 
approval of the Governor."141 The combination of these alms and 
powers can readily be seen to place the Commissioner of Administration 
In an Important position to Influence significant elements of bud­
getary policy and practice.
In 1970, Governor Llnwood Holton experienced the pressures 
of a vastly expanded State government and engaged a Governor's 
Management Study Commission, to analyze the functioning of the State 
government. The Commission rendered its report on November 25, 1970. 
Many of the one hundred recommendations of this Commission required 
legislative action, so the 1971 Legislature authorized another 
commission to study the implementation of the Governor's Management 
Study (GMS).l^ The Implementation Commission submitted its report on 
February 10, 1972. The Implementation Commission endorsed certain 
provisions of the Management Study which pertained to reorganizing 
the State government into a cabinet-style with six Secretaries. 
Although not all State agencies were grouped under the Secretariates, 
most of the agencies were. The new Secretaries were initially 
endowed with small staffs and were intended to perform duties in lieu 
of the Governor, at his expressed direction. Their role was generally 
envisioned as that of coordination and problem solving for their 
respective areas of c o n t r o l . T h e  implications and ramifications 
of the Secretariate structure remain the same as those mentioned 
earlier under "Powers."
An important finding of the Implementation Commission was the
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recommendation that the Division of the Budget establish a Management 
Engineering section and adopt formal project-oriented cost improvement 
programs. By the terms of its definition, the Management Engineering 
section could furnish valuable analyses in the budgeting of higher 
education, but the functions of the Management Engineering section 
overlap with similar ones established by statute for the State Council 
and the legislature's GAO.^ -^  ^ However, the section had not been 
formed by mid-1972.
Interagency Relations
The primary agencies involved were the Division of the Budget 
and the State Council of Higher Education. As alluded to previously, 
the budgetary process is considerably more complex than the operations 
of just these two agencies; however, since most transactions in 
higher education at the state level occur between them, the central 
focus will be directed at these two agencies. Likewise, relationships 
between other agencies may favor or disfavor formal budgeting methods. 
To document completely the interrelationships of a large array of 
agencies is beyond the scope of this study.
A directed graph illustrates the complexity of a large array 
(see Figure 7). Briefly, if the major participants preparing the 
budget in 1950 were assumed to involve the Governor, Division of the 
Budget, the General Assembly, and institutions of higher education 
functioning as a block, six formal channels of contact would have 
existed. If the State Council had been added to the graph as a unit
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in 1956, the number of channels of contact would have increased to 
ten. If the Commissioner of Administration and Division of 
Engineering and Buildings had been added in 1966, the number of routes 
would have increased to fourteen. If the Division of Automated Data 
Processing had been added along with the Commissioner of Administration 
in 1967-1968, the number would have risen to twenty-one. If the 
Division of Automated Data Processing had been added when it became 
autonomous under the Governor in 1969 and if the Secretariate of 
Education had been added when it absorbed the State Council in 1972, 
the number of possible contacts would have increased to twenty-four.
It is easy to see how much more complex the process becomes in reality 
as more agencies are added, such as the eight advisory committees of 
the State Council and at least two standing committees in each of the 
two chambers of the legislature. In addition, there is usually more 
than one statutory commission or committee studying some phase of 
higher education with budgetary impact such as the Virginia Advisory 
Legislative Council, the Committee on Governmental Expenditures, or, 
recently, the Governor's Management Study Implementation Commission. 
Finally, the institutions themselves often express their views through 
several organizations, like the Council of Presidents of State-Aided 
Colleges and Universities, the Council of Independent Colleges in 
Virginia (CICV), and the Virginia Foundation for Independent Junior 
C o l l e g e s . T o  illustrate, the Council of Independent Colleges 
brought its weight to bear on the issue of student aid, and the 
Virginia Foundation of Independent Junior Colleges brought its weight
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to bear during the formation of the Departments of Technical Education 
in 1964 and Community Colleges in 1966.
The relationships between the State Council of Higher 
Education and the Division of the Budget developed over four specific 
periods: 1950-1956, 1956-1964, 1964-1970, 1970-1972. Each period
will be discussed in turn.
Incipient Change, 1950-1956
Between 1950 and 1956, the budgetary process remained much the 
same as it had been previously. Philosophical pressures were building 
for more support to meet the projected needs of higher education.
These later became manifest in structural and power changes and also 
created pressures for new methods of allocating scarce resources to 
higher education. However, virtually no changes to the traditional 
methods were introduced, with the exception that Governor Almond 
strongly backed the formation of the Six-Year Capital Outlay 
Commission in 1954. The Commission's first report for 1956-1962 was 
presented in time to have some impact on the 1956-1958 biennial 
budget. The rest of the budget process was characterized by its 
incremental nature, and relations between major participants followed 
traditional lines.
A typical example of the incremental approach appeared in a 
letter from the Director of the Budget to the Governor as follows:
Your explanations of the 1960-62 budget recommendations have 
referred to a 21.5% increase (for the two-year period), exclusive 
of the local apportionment of sales and use tax revenue. The 
attached summary is provided in response to inquiries concerning
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the rates of Increase from year to year.
The significant points of this summary are:
1. the proposed increase for 1960-61 over the current 
year's appropriation is 14.4%. (Without sales tax administrative 
costs, it would he 13.8%). This is the smallest percentage 
increase for the first year of a biennium, at least since 1940.
2. the proposed increase for 1961-62 over the proposed 
appropriation for 1960-61 is 6.2% (or 5.6% without sales tax 
administrative costs). This is the smallest percentage increase 
for the second year of a biennium since 1955. Since 1955, second 
year increases have tended to be greater because of the State 
assumption of the cost of increment increases for teachers. (In 
1961-62, this represents $2,387,250; without it, the percentage 
increase would be further adjusted to 4.5%.)1^6
This example illustrated several points. First, it showed incre­
mental budgeting at work. In an overall way, the same process of 
reasoning was applied to budgets down the line to the lowest operating 
level. Second, although the example was dated 1960, the incremental 
method was widely employed at all levels of Virginia State government 
notwithstanding the developments in formula budgeting. In this 
regard, any comments about incrementalism are not intended as 
criticism because the method has been and is an accepted method in 
budgeting, although for higher education, other methods may hold more 
promise for achieving desired objectives. Third, and possibly most 
important, the illustration suggested the close professional rela­
tionship between the Governor and his Budget Director. This rela­
tionship was amplified when a note on the routing slip accompanying 
the letter is taken into account:
Governor: If you think the attached information will be
of value to members of the Assembly, I will have it typed and 
distributed.
[ /s/ ] L. M. Kuhn147
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Struggle and Strain, 1956-1964
The next period from 1956-1964 was marked by the formation 
of the State Council of Higher Education and its early struggle to 
gain acceptance as a participant. The first two years of the 
Council's existence under Dr. Paul H. Farrier, Executive Secretary, 
were spent largely in assembling the staff, establishing internal 
working relationships and identifying the scope of the Council's 
operations. During this time, the Council and Governor seemed to 
enjoy mutually supportive relationship. The Governor had sent a 
special letter to the Chairman of the Appropriations Committee 
requesting careful consideration for an increase of $40,000. for the 
Council's 1958-1960 budget.^® In return, Dr. Farrier expressed 
appreciation to the Governor on behalf of the Council, signing the 
letter with his Christian name, "Paul,"^^ a procedure normally 
reserved for friends of a Governor. Minimal contact seems to have 
occurred between the Council and the Division of the Budget relative 
to budgeting for higher education.
In 1958, Dr. William H. McFarlane, the second Council 
Director, attempted to establish harmonious working relations with 
the various participants in the higher education process: the
General Assembly, Division of the Budget, and institutions of higher 
education. This spirit was exemplified in a letter written to 
Senator Lloyd C. Bird on February 8, 1965, in which Dr. McFarlane 
recorded his experiences at the State Council from which he had
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resigned just a few months previously. He stated that,
I personally found that the most effective approach to exer­
cising the Council's responsibilities was not to assert its 
alleged authority, but rather to work with individuals and groups 
in an atmosphere of confidence and mutual respect to gain specific 
objectives based upon the facts. This is another way of saying 
that the Council's most effective role can be that of a disin­
terested and objective leader of public opinion in achieving what 
is best for higher education in the State as a whole. To do this, 
however, it must have access at some point to the decision-making 
process as regards policies, programs, and finances— not to con­
trol these matters, mind you, but simply to influence the deci­
sions, whether at the institutional or the State level. I am, in 
short, against making the Council a super-board, but 1 strongly 
support its role as an effective coordinator.150
However, earlier, Dr. McFarlane had noted in a letter to Governor
Almond that,
As far as I can tell, a majority of the General Assembly holds 
no strong convictions about the coordination of higher education.
. . . the Assembly ought to recognize that effective continuation 
of the Councils' work will require a higher level of support than 
has been given up to now. In fact, meager support is the over­
riding cause of the Councils' failure to produce a strong program 
of coordination by now.151
In 1960, Dr. McFarlane noted that " . . .  cooperative planning is an
immediate necessity."152 jn a memorandum accompanying this plea, he
stated:
The Present Problem
As a new agency charged with a delicate task, the Council 
realizes it must reckon with the scepticism of the institutions 
and the hostility of partisan legislators. But its task is 
hopeless if its relationship with the Governor's staff agencies 
is not based on mutual understanding and complete cooperation.
For example, the Council was not invited to coordinate its 
own findings on institutional needs for the 1960-62 biennium with 
those of the Division of the Budget or legislative committees, 
although it actively sought to do so. The Capital Outlay 
Commission for 1962-68 has not yet sought to confer with the 
Council, although it is publicly reported that institutional 
requests for this period constitute more than 50% of the total 
requests.
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This is not to say that cooperation is totally lacking.
Indeed, there have been significant indications of a willingness 
to discuss common problems frankly and openly. Nevertheless, 
those charged with basic responsibilities should seek to improve 
their lines of communication at every opportunity, and especially 
to engage in reciprocal exchange of i n f o r m a t i o n . 1 5 3
This memorandum was written approximately nine months after the legis­
lature had curbed the Council's power of budgetary review in 1960 and 
may have reflected some of the disappointment over that event. As 
may be recalled from the earlier discussion of this event, the item 
in the 1960-1962 Appropriation Bill, which dealt with funds for the 
State Council, specifically prohibited the use of those funds for 
budget review purposes.
The Coup, 1960
Events indicated the strain on relations between the State 
Council and the Division of the Budget. The Council was ignored in 
the budgetary hearings over its recommendations for the 1960-1962 
biennial budget, and, for whatever reasons, the Division of the 
Budget was instrumental in having a clause inserted into the Budget 
Bill which restricted the Council's budget review authority.^54 The 
legislature supported the move by passing the bill. Between 1960-1964, 
the Division of the Budget resisted the Council's attempts to insti­
tute a uniform reporting system. Finally, the Division of the Budget 
agreed to the idea, after some persuasion by the Governor. However, 
the agreement came too late to be incorporated into the 1966-1968
budget cycle. -^55
The Budget Document and Appropriation Act somewhat confirmed
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these relations between the legislature, Governor, and Division of 
the Budget. A comparison of the appropriations requested, recommended, 
and approved for the State Council between 1960 and 1966 offered a 
mixed pattern as can be seen in Table 1. Judging from the recom­
mendations for 1960-1962, it seemed that the Governor or Division 
of the Budget or both were disinterested in supporting the Council 
during that biennium, although the legislature came closer to appro­
priating the funds requested by the Council than the Governor recom­
mended. In succeeding biennia, the requests and appropriations 
corresponded almost exactly, even though the recommended funding for 
1964-1966 was low.
In the face of these obstacles and in his quest for harmonious 
relationships, Dr. McFarlane even went so far as to lend the Division 
of the Budget a fiscal analyst during the height of the budget prepa­
ration in the Fall of 1963. The loan was short-lived, but still was 
made. By 1964, one of the obstacles to good relations seemed to be 
removed when the Council formally declared that the Division of the 
Budget should determine the format and instructions for preparing the 
budgetary request.
Endorsement and Circumvention
At the time the legislature was deliberating about forming 
the Council, the Council of Presidents issued a statement endorsing 
the concept of a coordinating council.Notwithstanding this 
formal expression of support, the underlying attitude of the officials
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TABLE 1
COMPARISON OF APPROPRIATIONS FOR THE STATE 
COUNCIL OF HIGHER EDUCATION FOR VIRGINIA 
(SCHE) FOR THREE BIENNIA: 1960-1962;
' 1962-1964; 1964-1966
Year
Action
1960-
1961
($)
1961-
1962
($)
1962-
1963
($)
1963-
1964
($)
1964-
1965
($)
1965-
1966
($)
Requested 
by State 
Council 86,445 50,590 66,690 61,535 93,915 94,700
Recommended 
by Governor 37,130 38,495 66,000 60,800 76,585 76,775
Approved ^ 
by Legislature 62,130 50,590 66,000 60,800 93,825 94,615
^aken from respective Budget Documents for 1960-62, 1962-64,
1964-66.
^Taken from respective Budget Bills for 1960-62, 1962-64,
1964-66.
Sources:
a. Commonwealth of Virginia, Governor's Office. Division 
of the Budget. Budget Document 1960-62. p. 364;
Budget Document 1962-64. p. 223; Budget Document 
1964-66. p. 278. Richmond, Virginia : Division of the
Budget 1960, 1962, 1964, respectively.
b. Commonwealth of Virginia. General Assembly 
"Appropriation Act." Acts and Joint Resolutions of 
the General Assembly of Virginia 1960. p. 1946; 1962
p. 1346; 1964. p. 1055. Richmond, Virginia: Department
of Purchases and Supply, 1960, 1962, 1964, respectively.
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at the Institutions of higher education toward the State Council was
revealed in a document dated June 19, 1959. At that time, the
Presidents' Council expressed an interest in a meeting with the
Governor and selected staff members, including the Division of the
Budget and State Council. There were two problems to be discussed.
First, the Boards of Visitors of the individual institutions wished to
determine faculty rates of pay. Second, the individual institutions
wanted the authority to control the use of excess special revenues.
The authority to resolve both of these problems was then in the hands
of State agencies, but the institutions wished to regain control tinder
158the guise of good management and administration. While the document 
did not specifically criticize any specific roles of the State Council, 
the subtle implication was clear about how the institutions of higher 
education viewed State control of institutional affairs, with partic­
ular regards to financial matters. Offsetting this institutional 
attitude, however, by 1963, the State Council had enlisted partici­
pation of the institutions of higher education in at least five of 
six committees, two of which were concerned with financially-related 
matters, namely, uniform reporting systems and educational costs, 
respectively.
Furthermore, in spite of its efforts to gain cooperation with 
the institutions of higher education, the State Council discovered 
that the institutions of higher education were circumventing the 
Council's a u t h o r i t y . I n  1964, the Chairman of the State Council,
Sol W. Rawls, Jr., reported on several cases. First, in the 1964-1966
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budget, the legislature appropriated funds for Virginia Polytechnic 
Institute (VPI) for a new activity called "Coordination of Community 
Colleges and Extension." Rawls stated that the State Council would 
have been opposed to the activity if the State Council had known 
about it. The reasons for the State Council's opposition were two­
fold: first, the program had not been presented for approval, and
second, the activity was not consistent with the uniform chart of 
accounts which had been recently adopted. In another case, the 
legislature approved a change in title which had specifically been 
disapproved by the State Council. In a third case, a college sub­
mitted requests for capital outlay for the same building on suc­
cessive biennia. In each biennium, the plans were altered to secure 
new planning money. This left the institution in a position to 
eventually request a new program which could be conducted in the 
previously programmed building, using the justification that the 
legislature had already approved the facility for the program. A 
fourth strategy used by the institutions of higher education was to 
request budget approval for new positions. After a sufficient 
number of staff positions had been approved, generally without having 
submitted the request through the State Council, a new program would 
be requested on the grounds that there would be no additional 
expense, only a new program.
By way of interim summary, between 1956 and 1964 the State 
Council's relations with the legislature eventually improved, but 
relations with the institutions of higher education, and with the
Division of the Budget did not seem to be very favorable. Relations 
between the State Council and the Division of the Budget appeared 
to swing through a low point in the early 1960s. The friction was 
obvious enough in 1960 for the Richmond Times-Dispatch to comment 
about the "shabby" treatment of the State Council.161 Governor Almond 
openly supported the State Council during the early part of this 
period, and his reliance upon the Council to perform its statutory 
duties seemed to increase throughout his administration. By 1964, 
Governor Harrison had taken even more positive steps to support the 
State Council. Dr. McFarlane had seen the Chart of Accounts for 
higher education come into being, and then he resigned as Director 
in August, 1964.
Reversal and Improvement, 1964-1970 
Dr. Prince B. Woodard replaced Dr. McFarlane as the Director 
of the State Council in September, 1964. The change of directors 
marked a turning point in the relations between the State Council, 
higher education agencies, and the Division of the Budget. The 
period extended until Dr. Woodard's resignation in December, 1969.
The period was characterized by more vigorous attempts to improve 
relations between the State Council, the Governor, the Division of 
the Budget, the Commissioner of Administration, the institutions of 
higher education, the legislature, and others. The improvement of 
these relations extended over the time required to accomplish several 
projects: build a system of supplemental information for the Council
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(subsequently titled IDGAS), refine the Chart of Accounts with partic­
ular regard to definitions, expand the facilities and space utili­
zation studies into a space utilization guide, and establish an auto­
mated data processing capability. Fart of the accomplishment toward 
these ends was contingent upon restoring the Council’s authority to 
review budgets, secure funds and qualified staff personnel, and 
organize a structural mechanism to integrate the varied requirements 
of higher education and State agencies involved with budgeting.
Support from the Governors
At a special meeting conducted by the State Council for 
Governor Harrison in September, 1964, the discussion centered around 
the procedures to satisfy the Council's needs for certain fiscal and 
educational data. The Governor apparently endorsed a set of proposals 
which were summarized by Dr. Woodard, as follows:
. . .  1. To facilitate the role of both the Division of the 
Budget and the Council of Higher Education in providing signif­
icant analyses and pertinent recommendations concerning public 
institutions of higher education, the Division of the Budget and 
the Council of Higher Education are requested to determine 
cooperatively the types of educational and fiscal data and the 
style and format in which these data are to be presented in the 
biennial budget request submitted to the Governor by public 
institutions of higher education.
2. The State Council of Higher Education shall receive a copy 
of the biennial budget request and all subsequent amendments and 
other budgetary supporting data submitted by public institutions 
of higher education to the Governor.
3. In the event the Division of the Budget and the Council 
of Higher Education cannot cooperatively determine the form and 
content of the biennial budget request of public institutions of 
higher education, the Governor, upon request of the Council, will 
authorize the Council to obtain from the institutions such . . .
[ information as is necessary to make a decision J.1^2
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Resolving the issues raised in these procedures influenced the rela­
tions between the Council and Division of the Budget for the next 
five and one-half years.
The next Governor, Mills E. Godwin, Jr., continued the support 
for higher education. In the previously cited memorandum on program 
budgeting, issued on July 11, 1966, Governor Godwin established the 
tone which he expected to be followed when he stated that,
. . . Close coordination must be maintained with all agencies 
concerned, particularly (1) the Division of Engineering and 
Buildings in regard to building maintenance and operation costs 
and the capital outlay program; (2) the Council of Higher 
Education which should be consulted on any new programs or 
expansions not clearly with the scope of previous Council or 
legislative authorization; (3) the Division of Personnel in 
regard to estimates of personnel costs, including faculties, and 
(4) the Division of Planning in regard to economic and population 
data and trends.-*-63
A few days later, Governor Godwin reemphasized these points in a docu­
ment titled "State Budget Policies" in which he charged that,
. . . the Division of the Budget, in cooperation with other 
State agencies . . . [ to ] propose priorities for programs.
(Other State agencies must bring the Division into discussion of 
programs.) . . . These concepts will involve the Division of the 
Budget more closely with agencies other than heretofore. . . .
[ sic ] this involvement will bring both commendation and resent­
ment among State agencies. . . .  In carrying out these objectives, 
the Division of the Budget and the Office of Administration will 
have the full support of the Governor. Concomitantly, responsi­
bility for failure to do so will call for further action by the 
Governor.16*
While these two policy statements sound trite, they represented 
departures from the normal course of budget events for Governors in 
Virginia, and the last sentence stood as a polite warning to agencies 
not willing to cooperate and coordinate with the Governor's policy.
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On another occasion early in 1965, Dr. Woodard solicited 
the assistance of the Governor for the space utilization study. In 
a "personal and confidential" letter to the Commissioner of 
Administration, Dr. Woodard explained that the purpose of the meeting 
was to provide the State Council with an opportunity to solicit 
opinions and suggestions from the Presidents and their business offi­
cers regarding certain supplementary fiscal information (space utili­
zation data) being requested with the next (1966-1968) biennial bud­
get request. Dr. Woodard outlined three ways by which the Governor 
might lend support to a forthcoming meeting with the Council of 
Presidents, suggesting that the Governor either visit the meeting in 
person, send a communication indicating that the Council had been 
directed to collect the supplemental information, or send a repre­
sentative from the Governor's Office to attend the meeting. The 
Governor chose to send a letter noting the importance of the data 
collection effort and requesting that the project be expedited.^ 5
Working with the 
Division of the Budget
In 1963 the State Council had made proposals on three ele­
ments of information to be included in institutional budget requests, 
namely, the "cost of maintaining current programs," the "cost of 
expanding current programs," and the "cost of implementing new 
programs. By February, 1965, evidently, the matter had not been 
resolved, because the Director of the Budget requested instructions 
from the State Council which would accurately differentiate between
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these terms. The Division of the Budget made the 1965 request on 
the premise that it could not find similar data from other states in 
its files. In reacting to the 1965 exchange, the Commissioner of 
Administration appended a terse note to his file copy, as follows: 
"Governor [ sic ]
"Woodard urged Kuhn last November to get together and define 
these terms.167
Correspondence between 1966 and 1969 reflected further
attempts of the Council and the Division of the Budget to reach agree-
1 Aftment on other supplemental information;100 and the following matters: 
the development of forms, definitions, and instructions for the 1966- 
1968 b u d g e t ; the lists of recommended instructions and the forms 
covering the salaries for classified positions, the merit increases 
for classified positions, the salary (merit) increases for teaching 
and research positions, and the costs of continuing support for stu­
dent assistants, and other operating expenses.1^0 (These are sub­
stantially a repetition of the same type of information that the 
Council had tried to institute three years earlier.)
In 1966, the State Council issued a policy statement about 
its " . . .  position on the development of budget request forms and 
the analysis of institutional budget requests."!^! The Council did 
not believe that,
. . . [ it ] should be involved in the administrative machinery 
which determines the format of budget forms or become a part of 
the machinery which may analyze institutional requests on a line-
item b a s i s . 172
This statement reinforced an earlier statement to the same effect and
146
may be construed as conciliatory to the Division of the Budget, 
reassuring them of the Council's intent not to interfere with the 
Division of the Budget. In contrast, the same letter also suggested 
that standard definitions, which had been agreed upon by institutions, 
should also be used in the budgetary process. The Council offered a 
listing of definitions. In 1967, there was some concentration on the 
administration of capital outlay and enrollments: the definitions,
the forms, and the procedures. In this regard, the groundwork was 
being set for formal instructions for the 1968-1970 budget.
Formula Budgeting Revealed
After the budget was prepared for the 1968 legislature, the 
Division of the Budget distributed a letter to the heads of insti­
tutions of higher education. The letter opened, as follows:
So that you may be aware of the basis underlying major budget 
recommendations for the 1968-70 biennium, we take this oppor­
tunity to advise you of the guides which were applied. This 
summary may be of assistance to you in reading the Budget
Document.^74
The letter disclosed policies on enrollments, instructional activ­
ities, faculty-student ratios, eminent scholars, scale adjustments 
for teaching and research positions, educational leaves of absence, 
equipment, libraries, and student aid. Only one of these categories, 
"faculty-student ratio," had a formula guideline associated with it; 
whereas, the Scale Adjustments of Teaching and Research Positions 
applied " . . .  cumulative annual 5% rates of i n c r e a s e ' . 1- ^  in the 
traditional style of incremental budgeting. The remaining categories
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contained varying Instructions. The letter closed with the statement 
that,
We do not regard the guides noted as ideal or immutable. We 
have applied thiem in an effort to use a rational approach in the 
distribution of funds which are far less than the aggregate 
requests. Before the next budget preparation period, we plan to 
initiate discussions with you, aimed at developing better guides 
for future u s e .176
According to personnel active in the Division of the Budget 
at that time, the letter represents the first notice to the insti­
tutions of higher education that the Division of the Budget was 
moving toward formula-style budgeting. (The term "guideline bud­
geting" was applied later to indicate flexibility in the process.) 
Previously, institutions had followed instructions contained in 
Budget Classification Manuals, which had changed little since the 
1930s, and made no distinction between higher education and other 
agencies. This letter presaged a new set of relationships between 
the Division of the Budget, the institutions of higher education, and 
the State Council. It precipitated a new set of problems which would 
demand new levels of cooperation, coordination, and the utilization 
of collective resources.
Appendix M Appears
By September, 1968, the Division of the Budget had set forth 
the requirements for which it needed guidelines from the State 
Council for the 1970-1972 budget cycle,177 an<j then began preparing 
Appendix M, titled "Guidelines and Special Requirements for 
Institutions of Higher Education," for the 1970-1972 Budget Manual.
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The guidelines corresponded closely with the information stated in the 
earlier letter on January 11, 1968, but amplified and refined the 
instructions considerably. Appendix M constituted the first formal 
guidelines (formulae) published for higher education alone in the 
Budget Manual of Virginia.
Soon after receiving a draft of the first Appendix M, the 
State Council lamented that they had not been afforded " . . .  an 
opportunity to participate in the formulation of the guidelines pre­
sented in Appendix M."^® The Council expressed its hope that the 
institutions had been involved in the development of the guidelines.
It further recommended an early meeting with the Presidents of insti­
tutions for higher education to consider the guidelines and make 
recommendations about them. In the meanwhile, a meeting was held 
early in March, 1969, with representatives from the State Council, 
Division of the Budget, and Commissioner of Administration. An 
agreement was reached on a procedure to be followed with respect to 
the revising and the publishing the proposed Appendix M. The pro­
cedure included an opportunity for the institutions of higher edu­
cation and State Council to make recommendations before the final 
publication of the manual, even though the final publication and the 
distribution of Appendix M would be later than the main body of the 
Budget M a n u a l . -*-79 Also, it was determined that the State Council 
would prepare enrollment projections. Later in March, 1969, the 
college presidents met with the Division of the Budget and the State 
Council to discuss their differences about the guidelines. The
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participants generally reached a consensus on the details which 
included primary ratios for the foundation courses, the lower-level 
Bachelor's credit, the summer schools, and the graduate schools.1®®
The Commissioner. Director, 
and Presidents
Relations between the State Council and the Commissioner of 
Administration reflected a high level of mutual respect throughout 
the period. The numerous side-comments and the postscripts to docu­
ments addressed either to the Governor or the Commissioner attest to 
the personal and the professional accord between them. In part, 
this may be a natural result of the official channel of communi­
cation established by statutes, in which the Council was required to 
report directly to the Governor or the General Assembly. Also, the 
Commissioner's role as the chief coordinator of the Executive branch 
for the Governor required him to conduct the affairs of the State 
on a reasonably harmonious basis.
During the period 1964-1970, the State Council made sub­
stantial progress in improving its relations with the institutions of 
higher education relative to budgeting. In March, 1965, the State 
Council was attempting to incorporate its supplemental information 
system into the budget cycle as a part of the biennial estimates.
The State Council solicited an opportunity to explain the need and 
the details of the system to the Council of the Presidents of 
State-Supported Institutions of Higher Learning. The Executive 
Committee and selected staff members of the State Council made the
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presentation to the Council of Presidents on March 10, 1965. When 
the presidents registered concern about not being able to gather and 
to submit the vast amount of data in time to meet the budget cycle, 
the State Council maintained a flexible posture, allowing the insti­
tutions a longer period to prepare the data. The expansion and 
revision of the Professional Advisory Committee system afforded 
another opportunity and a comprehensive mechanism for the institutions 
of higher education to articulate their needs. These concerns of the 
State Council for the institutions of higher education continued into 
the 1970-1972 Budget cycle. On March 18, 1969, during review of the 
new Guidelines for Appendix M, the State Council stated that it 
" . . . considered it essential that any guidelines which might be
developed be reviewed by the presidents of the institutions of higher 
1 ft!
education." These kinds of actions generated confidence in the 
State Council and seemed to reduce some of the apprehensions of insti­
tutions of higher education toward the State Council.
Credibility and Library Funds
As the credibility of the State Council of Higher Education 
increased, the more responsibilities were thrust upon it, and it 
became another political pressure point in the allocation of 
resources. The allocation of funds for libraries in the 1968 
Appropriation Act, Item 754, illustrates this point. On March 22, 
1968, the State Council had been designated as the agency to dis­
tribute one million dollars of supplemental funds to remedy the
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183deficiencies in the institutional libraries. Budgetary methods 
did not exist for this type of distribution. The Council requested 
advice from the Division of the Budget and the General Professional 
Advisory Committee. These two agencies forwarded their recommendations 
by June, 1 9 6 8 . In the meanwhile, the President of Virginia 
Polytechnic Institute, Dr. T. Marshall Hahn, Jr., wrote the Council 
supporting the recommendation of the Library Advisory Committee. 
Similarly, the President of the University of Virginia (UVa) and the 
Chancellor of George Mason College (of the University of Virginia) 
forwarded their recommendations. President Edgar F. Shannon, Jr., 
of the University of Virginia expressed appreciation to the Council 
for its efforts in securing the one million dollars for library 
improvement, but also criticized the formula devised by the 
Professional Library Committee for being too heavily based on the 
Clapp-Jordan formula.
The Clapp-Jordan formula consists of a basic number of books, 
periodicals, and documents deemed necessary for an institution of 
higher learning. The basic number varies depending upon whether or 
not an institution is a community college, senior college, or univer­
sity. The basic number is adjusted for variable factors, such as the 
number of full-time faculty, the number of full-time equivalent 
students, the fields of concentration, and the levels of academic 
offerings whether undergraduate or graduate. Relative to these 
arbitrary standards, President Shannon judged that the Library 
Committee formula penalized the libraries of the College of William
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and Mary, Mary Washington College, and the University of Virginia.
He noted that the formula resulted in approximately one quarter of 
the money going to the Virginia Polytechnic Institute. He further 
presented a case favoring more generous distribution to the University 
of Virginia on the grounds of the University being the primary 
research library in the State of Virginia and the possibility of its 
losing its position as the " . . .  premier scholarly and research 
library in the South" without continued financial support.
In similar manner, Chancellor Lorin A. Thompson of George 
Mason College (later University) registered concern over the distri­
bution of library funds to small divisions or units. He offered 
several alternatives which he felt should be considered in any 
formula, such as, a weighted enrollment basis for graduate schools, 
or a fixed percentage limit for any school, or a weighted need. He 
noted that a weighted need might be based on one of three proposals: 
first, the one proposed by the State Council's Library Advisory 
Committee and accepted by the Professional Advisory Committee; 
second, the one by Patrick Larkin of George Mason College which was 
strongly rooted in the Clapp-Jordan formula; or third, the one by 
Ray W. Frantz of the University of Virginia.187
In July, the State Council submitted its proposal to the 
Governor. The formula followed closely the proposals of the Library 
Advisory Committee, but embraced some modifications.1®® The Governor 
accepted the State Council's proposal and appointed it to be the agent 
for Item 754 in the next year of the biennial budget, 1969-1970, in
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cooperation with the Division of the Budget.^®9 In December, the 
Division of the Budget offered its services for the next round of 
discussions,19® which began on February 3, 1969.^ l
It should be noted that the appropriation for supplemental 
library funds appeared as a separate entry in the Appropriation Act. 
The entry is not assigned to any one institution. Therefore, its 
apportionment required separate procedures not covered by the normal 
guidelines in Appendix M. It is included in the discussion because 
of the formula-style distribution which resulted and because of the 
unique role the incident played in the budgetary process.
The State Council and 
the Legislature
The State Council diligently applied itself to improving its
image with the legislature. One of the first manifestations of this
effort, during the 1964-1970 era, involved cooperating with the
Commission for Economy in Governmental Expenditures. The Council
proselyted for the acceptance of its concept of uniform educational
and fiscal data. It also furnished samples and explanatory materials
192requested by the Commission throughout the Fall season of 1964.
These efforts seemed to reap rewards, because, in January, 1966, the
Committee recommended to the General Assembly that,
In addition, the present language of Item 445 of the 
Appropriations Act limiting the authority of the Council of Higher 
Education to coordinate budgets of colleges should be deleted; and 
additional provisions should be written into Section 23-9.9 of the 
Code pertaining to the Council of Higher Education (or in some 
other appropriate section) stating, in effect: the Staff of the
Council and the Division of the Budget shall cooperate in the
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preparation of Institutional data to the end that duplication 
of effort be avoided and that information needed by both agencies 
be supplied in a mutually satisfactory format; authority is hereby 
vested in the Commissioner of the Office of Administration for the 
resolution of any differences between the agencies in the admini­
strative procedures, or in the allocation of data collection 
functions. 193
In that session of the legislature, the ban on budget review was
lifted for the Council. To illustrate the intensity of the Council's
campaign to lift the ban, a copy of this extract was placed on the
desk of each member of the House Appropriations Committee on the
morning of February 25, 1966, 4  the day the Council's budget was due
for review by the Committee. This maneuver was requested by the
Executive Committee of the Council, consisting of Sol W. Rawls, Jr.,
195Joseph E. Blackburn, and William H. Trapnell and indicated their 
deep commitment to the Council and its activities.
The change in fortunes was rather rapid for the Council.
Much headway was made during the next year, and Senator Lloyd C. Bird 
was prompted to write to the Commissioner of Administration on 
July 24, 1967, as follows:
It seems to me that the Council under the guidance of Prince 
Woodard has gained the confidence of the educators and the Council 
has been elevated to a position of prestige and leadership. This 
is due, of course, in part to the backing that the Council 
received from former Governor Harrison, and is receiving from 
Governor Godwin.196
Such praise from an influential Senator augured well for the relations 
between the Council and the legislature, and favorable relations con­
tinued through 1969.
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Others In the Arena
Several other Interagency relationships should be mentioned
in connection with the 1964-1970 era, such as the one between the
State Council and the Division of Engineering and Buildings, one
involving automated data processing, and one involving the Division
of Personnel. First, soon after the formation of the Division of
Engineering and Buildings as a separate entity apart from the Division
of the Budget, the State Council announced to the institutions of
higher education that a joint effort would be undertaken with respect
to physical facilities. The Council stated that,
After extensive cooperative planning, the State Council of 
Higher Education, in cooperation with the Division of Engineering 
and Buildings, is ready to initiate a comprehensive inventory and 
evaluation of physical facilities at Virginia state-controlled 
colleges and universities. The study is designed to serve as a 
basis for determining present needs for building replacements, 
additions, and renovations, as well as for projecting future 
space requirements and determining standards for space utili­
zation. . . .  It is recognized that this initial study will 
require a considerable time investment by the institution.
However, once a complete inventory is established, machine print­
outs will be used for annual updating. . . . The Council and the 
Division of Engineering and Buildings wish to be as flexible as 
possible regarding a deadline for the submission of institutional
data.197
This memorandum was signed jointly by Dr. Prince B. Woodard and 
H. Douglas Hamner, Jr., the Directors of the Council and the Division 
of Engineering and Buildings, respectively. This joint project raised 
several points about the relationship between the State Council and 
Division of Engineering and Buildings. First, it took several years 
of painstaking effort to collect the mass of data needed to develop
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the Space Utilization Guide, later published in 1969. The long-term 
success of the program spoke well for the cooperation generated 
between the two agencies. Second, the long-range objective envisioned 
at the outset of this project eventually paid dividends in two areas 
of formal budgeting, namely, a capital outlay formula (SUG) and a 
machine print-out capability for capital outlays. Third, even though 
space utilization became identified with the State Council and 
Division of Engineering and Buildings, the advice of the Director of 
the Budget, L. M. Kuhn, was needed and solicited when the practi­
calities of piecing together the Budget Document were faced.
As an example, Kuhn recommended that Hamner include a 10 per 
cent increment to a particular project in developing the 1968-1970 
budget. Kuhn advised that,
. . . The above language was a result of the experience gained 
in administering the capital outlay program at a time when a 
supplementary fund was included in the appropriation act without 
restrictions as to the amount of the supplement. . . . Previous 
Governor's [ sic ] found that without a restricted amount, they 
were subject, in many instances, to pressure groups requesting 
supplements to complete projects regardless of the per cent of 
overage in bids for a particular project. . . .  In recommending 
the inclusion of the ten per cent feature, I feel the agencies 
will have knowledge of the amount set up for supplementary pur­
poses. 198
A lesson seemed implicit that, in spite of the advances of formalized 
budgeting for space requirements, oftentimes informal strategies must 
be employed to overcome Some human vagaries.
Next, with respect to automated data processing, the advent 
of the Computer Advisory Committee in 1967 placed budgeteers and 
higher education personnel in a new environment. Agency requirements
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needed to be viewed in a different context than solely individual 
agency requirements. The reports of the Advisory Committee throughout 
the mid-half of 1967 suggested that an education process ensued where 
representatives with widely differing backgrounds exchanged ideas 
about automated data processing. In the course of this preliminary 
exchange of ideas, a wider understanding of mutual problems, limi­
tations, and capabilities among agencies seemed to occur and a 
reasonably coherent approach emerged for establishing a statewide 
program.
Last, during Governor Godwin's administration, determined 
efforts were made to arrive at a more equitable method of compensating 
college faculties.Between 1926 and 1966, faculty and admini­
strative salaries were subject to approval by the Governor and Budget 
Office, and were exempted from incorporation into the classified 
personnel system by the Personnel Act of 1942. In 1947, salary 
schedules were developed for the institutions of higher education. 
These schedules contained higher salaries at the University of 
Virginia than at other State-supported institutions of higher edu­
cation. Some attempts to rationalize the wide disparities between 
the University of Virginia salaries and the other institutional 
salaries achieved some success, such as the raising of salary ranges 
at the Virginia Polytechnic Institute a few years later. Other 
efforts were made to bring the faculty salaries in Virginia in line 
with national averages during the 1950s and early 1960s. However, the 
basic problem of institutional differences still existed. In the
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mid-1960s, the Council of Presidents of State-supported institutions 
of higher education offered a solution which allowed individual 
institutions to rate themselves alongside comparable institutions 
(called peer groups) outside of Virginia on the national scene. A 
faculty salary standard was developed from the reported salary 
averages at the comparable institutions. In principle, the budgeting 
of salary costs for a particular Virginia institution became a pro­
cess of multiplying the peer group average by the number of authorized 
faculty. In this fashion, the peer group system represented a formula 
approach to faculty costs. The system emerged from the discontent 
with the previous.salary procedures and it required extensive coordi­
nation and discussion among the major participants, namely the 
Division of Personnel, the State Council of Higher Education, the 
representatives of the public institutions of higher education, and 
the Division of the Budget.
New Politics, 1970-1972 
In December, 1969, Dr. Woodard resigned as Director of the 
State Council. His successor, Dr. Roy E. McTarnaghan, was still 
serving as Director at the time this study terminated on June 30,
1972. During this period, Governor Linwood Holton took office and a 
new Director of the Budget was appointed, John R. McCutcheon, who 
succeeded L. M. Kuhn. Kuhn was subsequently appointed by the legis­
lature to serve as its Fiscal and Information Officer. Also, a 
new Commissioner of Administration was appointed, T. Edward Temple.
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Temple was no newcomer to State government, having served as Director 
of Planning during the Godwin administration as well as having held 
other governmental posts.
The overall relations for budgeting and higher education were 
Influenced by the need to economize. The 1970-1972 revenue estimates 
had left Republican Governor Llnwood Holton with a bare minimum budget 
during his first year in office. Budgetary cutbacks were made to keep 
the budget on a pay-as-you-go basis. This reality presented a sub­
stantially different budgeting environment for higher education than 
had existed for several years. The austere budgetary environment 
placed the State Council and Division of the Budget into a posture 
where cooperation was necessary. The cooperative spirit on the part 
of the new Directors was expressed by Dr. McTarnaghan, as follows:
It has long been a goal of the Council to become more actively 
involved in the financing of higher education in the Commonwealth. 
With the advent of John McCutcheon as Budget Director, a close 
relationship has developed between our two offices. For several 
months we have participated in discussion sessions on 1972-74 
budget development and only recently have helped draft several 
sections of the budget manual related to higher e d u c a t i o n . 200
The correspondence generated between the two agencies reflects the
same s p i r i t . F o r  instance, in September, 1970, McCutcheon wrote
to Dr. McTarnaghan that,
In anticipation of the 1972-74 budget preparation season, 
the assistance of the State Council of Higher Education is needed 
and desired. Although there have been previous discussions and 
correspondence, we take this opportunity to list a number of items 
below, together with dates within the budget cycle on which we 
will need t h e m .202
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Growing Interdependence
McCutcheon then listed various items normally included in 
Appendix M of the Budget Manual. Several items reflected the familiar 
long-standing or unresolved problems, such as: the ratios for
extension, medicine, dentistry, law, and allied health professions; 
the standards for holders of classified positions; the refinement of 
the Clapp-Jordan formula; the physical plant standards; and the defi­
nitions for extension and foundation enrollments. In addition, he 
asked for the Council's observations on: the definition of full-time
teaching and research positions; the data for budgeting by credit- 
hour production; the budget exhibit format; the identification, cost, 
and priorities of newly-approved programs; and the priorities and 
size limits of the institutions covered in the Virginia Plan for 
Higher Education.
The answers were not furnished to all of these items and many 
of them reappeared in January, 1972, when McCutcheon began preparing 
for the 1974-76 biennium. In addition to the old problems, some new 
ones appeared, such as: a ratio for teaching and research admini­
strative positions; a rationale for automated data processing support; 
the refinement of the Chart of Accounts with respect to adding 
learning resource centers, extension teaching, and continuing edu­
cation, library books and periodicals; and consistent interpretation 
of the Chart of Accounts by institutions in order to afford valid 
budgetary analysis.
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These events signified the growing interdependence of the 
two agencies and the increased disposition of the Division of the 
Budget to use the resources of the State Council for research on 
educational budgeting. The emphasis from the Division of the Budget 
was clearly pointed toward an increased use of guideline (formula) 
budgeting. However, many formulae remained undeveloped on June 30, 
1972.
Tightening Demands
With respect to some other relationships during this period, 
in 1970, a group of citizens volunteered services and funds to 
conduct a Governor's Management Study. The group divided itself into 
task forces which probed deeply into the operations of the State 
government. The cooperation and assistance of State agencies was 
needed to complete the study. Dr. McTarnaghan noted in November,
1970, that,
The Council staff has worked in close harmony with the 
Education Task Force of this study [ GMS ] during the past several 
months. While the objectives of the group were directed at all 
levels of financing higher education, our association with them 
pointed toward these conclusions:
3. Only with a formula approach to budgeting, considering 
all aspects of an institution's program, enrollment, facilities, 
etc. [ sic ] can objectives be achieved within reasoned dollar 
estimates for the future.204
In addition to the Governor's Management Study, the State 
Council continued to work with the Capital Outlay Committee of the 
House Appropriations Committee, stressing the use of the formula 
approach for facility requests and the relationship of enrollment
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205projections to facility needs. The disposition of the legislature 
toward the formula budgeting seemed to gain favor, especially in 
connection with the space utilization guide. However, when the guide 
was first used in the 1972-1974 capital outlay requests, the estimates 
rose by a startling sum. As a result, the institutions of higher 
education were forced to defend their high requests on the basis that 
the Capital Outlay Commission of the House Appropriations Committee 
had itself approved the space utilization guide.
Another development occurred in the 1972 legislative session. 
Senator William F. Stone of Martinsville introduced two pieces of 
legislation which could affect budgeting relationships in higher edu­
cation. First, he introduced a resolution calling for a Commission 
on Higher Education to study the possibility of replacing the State 
Council of Higher Education and the Department of Community Colleges
by a State Board of Higher Education with stronger powers to curb
207duplication and waste in higher education. The implications and
ramifications of such a change were speculative, but, if the intent
of the legislation were carried out, the use of formal budgeting
methods probably would have been increased. Senator Stone also
proposed the idea that the Commission evaluate the capital outlay
208requests of State-supported colleges. This idea would have sub­
stantially revised the existing structure and procedures for reviewing 
capital outlays and probably alter existing interagency relations. 
However, the resolution as finally passed only called for a report 
from the Commission by November, 1973. The passage alone of the
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resolution reflected a significant change in the temper of the legis­
lature toward higher education and budgeting.
The second piece of legislation was a bill, which was finally 
enacted, calling for tuition assistance to private college students.
The assistance took the form of a payment in behalf of the private 
student equivalent to the annual average appropriation per full-time 
equivalent student in publicly-supported institutions.^®^ There 
were disadvantages to the scheme, but the scheme contained a formula 
to be administered by budget makers in higher education. Support 
for the bill also suggested a change in the temper of the legislature 
away from public higher education.
Certain changes in philosophy, power, structure, and inter­
agency relations occurred between 1950 and mid-1972. First, devel­
opments in formal budgeting emanated from two main sources, the 
State Council of Higher Education and the Division of the Budget.
The State Council pressed for a chart of accounts for higher education, 
an information data gathering system, and a space utilization guide 
for capital outlays. The Division of the Budget introduced the 
guideline (formula) principle into budgeting for higher education 
although the basic approach remained incremental. Along with the 
foregoing developments, a system for State-level automated data 
processing was initiated and some progress was made toward a program 
budget. With respect to changes in powers and structures, a State 
Council was initially given budgetary review authority over insti­
tutions of higher education. This authority was checked in 1960 and
restored in 1966. The capital outlay function was divorced from the 
direct control of the Division of the Budget in 1966. An automated 
data processing function was empowered to centralize a statewide pro­
gram, and the Executive branch of the State government was empowered 
to consolidate many diverse functions into six Secretaries. In all, 
the statutory powers of the Division of the Budget remained unchanged. 
The constitutional amendments in 1952 and 1956 made possible the 
budgetary support for the individual student and private institutions 
of learning. The constitutional amendments of 1971 established a 
higher State debt limit and new borrowing procedures which were 
designed to alleviate the heavy budgetary demand for capital outlay 
funds. Third, commensurate structures were developed to administer 
the new or revised powers: namely, the State Council for Higher
Education, the Division of Engineering and Buildings, the Division 
of Automated Data Processing, and the Secretariates of Administration, 
Finance, Education, Human Affairs, Commerce and Resources, and 
Transportation and Public Safety. Fourth, the interagency relations, 
relative to budgeting in higher education, primarily involved the 
congenital frictions between the State Council and other principal 
participants in the State-level budgeting process, namely, the 
Division of the Budget, the spokesmen of the institutions of higher 
education, and the legislature. The early strains gave way gradually 
to acceptance of the supportive role of the State Council in for­
malizing the budgetary process in higher education. This transition 
was fostered by the greatly increased financial demands of higher
165
education throughout the period 1950-1972.
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CHAPTER IV
CONCLUSIONS
As stated in Chapter I, the purpose of this study was to 
examine the Virginia state budgeting process in the light of the 
national trend toward more centralized, formalized, and rational 
techniques for allocating funds to public institutions of higher 
education. Taking the basic question, "Is the Commonwealth of 
Virginia following the national trend in budget processes relative 
to higher education?," the hypothesis was advanced that, between 
1950 and 1972, the budgeting procedures for public institutions of 
higher education in the State of Virginia became more formal in the 
allocation of resources to the State-supported institutions of higher 
education. Examined in connection with the hypothesis were four 
categories: the philosophy, the power, the structure, and the inter­
agency relations. Each will be discussed in turn with respect to its 
bearing on the hypothesis.
Turning to the area of philosophy, the inquiry pointed to 
two major conclusions. First, the State of Virginia became committed 
firmly to formal methods of budgeting, as defined. The adoption of 
and the deliberate attempts to develop and refine formula budgeting 
by both the Division of the Budget and the State Council of Higher 
Education were clear in both the maintenance and operation and the
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capital outlay budgeting. The development of the Information Data 
Gathering and Analysis System by the State Council enhanced the move. 
The purposeful development of an automated data processing capability 
by the State Council and the initiation of electronic data processing 
techniques by the Division of the Budget also supported the trends 
to formal budgeting methods. Second, the commitment to program 
budgeting was not so clear. The broad definition of program budgeting 
may help account for the lack of precision in evaluating this aspect.
A policy commitment to program budgeting was made during the Godwin 
administration, and there was evidence that the budget document was 
revised to reflect this policy. Some discussion took place about 
instituting a PPBS, but no firm commitment was made to the extent that 
states such as New York, Pennsylvania, Hawaii, and Wisconsin have 
undertaken program budgeting. Within the area of higher education 
itself, the adoption of the functionally-oriented Chart of Accounts 
represented a step in the direction of a program format. Also, the 
combination of the concepts of program and budget review administered 
by the State Council, in effect, constituted a form of program 
budgeting itself, because the process involved establishing priorities 
of higher education programs based on the program merit and need.
Statutory powers did not present a clear reinforcement of 
the hypothesis. The authority to engage in formula budgeting, an 
information system, an automated data processing capability, and a 
program budgeting each emanated from executive or agency direction 
rather than the exercise of specific formal powers. For instance*
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formula budgeting was established by the Division of the Budget; the 
Information Data Gathering and Analysis System, by the State Council 
of Higher Education; and the Division of Automated Data Processing 
and program budgeting, by the governor. The most that can be said 
is that the legislature did not interfere with the move toward more 
formalized methods of budgeting.
Constitutional changes affected the hypothesis little, except 
in the financing of higher education and student aid for tuitions. 
While financing procedures are vital to any enterprise, it was periph­
eral to the hypothesis under consideration. However, student aid 
became a formula-style allocation of resources to higher education 
in the budget process.
With respect to structures, certain structural changes were 
found to favor the hypothesis and others disfavor. Those changes 
favoring the hypothesis are considered first. Foremost of the 
structural changes was the formation of the State Council of Higher 
Education, although nearly a decade passed before the Council gained 
enough stature to influence the budgeting process in higher education. 
During the interim, some gradual structural intrusion to the budgetary 
process took place through the early development of the Council's 
advisory committees. These structures reached fruition between 1964 
and 1970 and permitted the interchange of ideas between institutions 
of higher education and the State-level budgeting authorities through 
several mechanisms: the Presidents' Council, the Finance and
Administrative Officers, and the automated data planners. The impact
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of these structures was Illustrated by the allocation of supple­
mental funds for libraries.
A second structural development favoring the hypothesis was 
the Reorganization of 1966. Particularly noteworthy are three 
structural changes. First, the streamlining of the Division of the 
Budget from its housekeeping roles allowed the Division to concentrate 
on its roles of budget preparation and execution. In this regard, 
it was expected to concentrate to a greater extent upon policy making 
with respect to its roles. There seemed to be a strong correlation 
between the changed structure and the development of formula 
budgeting. A second structural change in 1966 concerned the estab­
lishment of the Division of Engineering and Buildings and its con­
tingent role in capital outlays. After this split of the admini­
stration of capital outlays from the Division of the Budget, rapid 
progress occurred in the related areas of space utilization and 
inventory of facilities at institutions of higher education. Within 
three years, the information, collated with nationwide surveys, 
resulted in guidelines for budgeting capital outlays in higher edu­
cation. The third favorable structural change in 1966 involved the 
establishment of a Commissioner of Administration. The Commissioner 
of Administration especially influenced the events associated with 
the hypothesis by his efforts to coordinate a statewide automated 
data processing plan in Virginia. The task of assembling the diverse 
agencies of government, like the Division of the Budget and the State 
Council, brought new perspectives and encouraged the development of
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automated data processing, sometimes where little or none existed 
before.
The next structural change which favored the hypothesis was 
the formation of the Division of Automated Data Processing. While 
the Division itself promoted and fostered development of the capa­
bility, the decision to allow the State Council to develop an automated 
data processing plan for higher education focused attention on the 
unique status and unique needs of higher education, such as the 
regionalization of processing centers, the interchangeability of data 
programs, and the lack of hardware in small institutions. The move 
toward an automated data processing capability facilitated bringing 
comparability to the mass of data reported by the institutions of 
higher education to State agencies.
In contrast to those structures which favored the hypothesis, 
at least one structural change disfavored it, the reorganization of 
State government into a Secretary system. Although it had not been 
placed in effect by end of this study, June 30, 1972, it had been 
authorized by the legislature to become effective on July 1, 1972.
This structural development presumably was not intended to super­
impose a new level of bureaucracy over existing agencies. It was 
intended only to assist the Governor in the management of government. 
The statutory powers of those agencies grouped under the Secretaries 
did not change. However, the establishment of the Secretariates 
opened six more channels for policy decisions and conflict to appear. 
Over time, it was felt that the superstructure would inhibit the
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progress toward formal budgeting methods, by the sheer weight of the 
bureaucracy.
The last of the four aspects Investigated— Interagency 
relations— will also be discussed from the standpoint of those fav­
oring and those disfavoring the hypothesis. Four points suggested 
favoring the hypothesis. First, the growth of the State Council of 
Higher Education in its supportive role to the Division of the Budget 
augured well for increasing the scope and refinements of formula 
budgeting. The Information Data Gathering and Analysis System and 
Chart of Accounts were firmly seated in the processes of state govern­
ment and compiled a bank of comparable data over four biennia. By 
June 30, 1972, sufficient data should have existed to make reasonably 
reliable statistical analyses. Such analyses could have resolved some 
of the problems concerned with the lack of budget formulae. Second, 
the development of a more openly cooperative approach to mutual prob­
lems between the two Directors— Division of the Budget and State 
Council— supported the hypothesis. Probably some animosities existed 
at the operating level because of past rivalry between the two 
agencies. The cooperative spirit constituted a step in the right 
direction. Third, the acceptance and support for the concept of 
formula budgeting constituted a significant step forward for higher 
educational budgeting in Virginia. Fourth, the development of 
favorable working relations between the Division of Automated Data 
Processing, the Division of the Budget, the State Council, the 
Division of Personnel, the Division of Engineering and Buildings, and
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the institutions of higher education supported the hypothesis.
On the other hand, at least two interagency relations dis­
favored the hypothesis. First, the lack of effective statistical 
analysis for higher education budgeting constituted a notable limi­
tation to progress in formula budgeting and program budgeting. In 
particular regards to formula budgeting, the information for analysis 
was abundantly available at the Division of the Budget and at the 
State Council. Automated data processing expertise existed for 
analytical programs, and money was appropriated by the legislature 
for these purposes. But, a lag existed. The legislature seemed to 
recognize this deficiency when it established its General Accounting 
Office in 1972. The Governor's Management Study noted the same 
deficiency when it recommended that a management analysis function be 
developed in the Division of the Budget. Money for the latter was 
appropriated in the 1972-1974 biennial budget, but by June 30, 1972, 
it was not being actively pursued.
Second, there seemed to be approximately a six- to eight-year 
lag for innovation to occur relative to budgeting in higher education. 
Although earlier studies had recommended a State board or agency to 
control all higher education, the post-World War II momentum began 
about 1948 and culminated in 1956 with the formation of the State 
Council of Higher Education. Again, it took from 1956 until 1964 for 
the higher education Chart of Accounts to be accepted; and it took 
from 1960 to 1966 to restore budget review authority to the State 
Council. Further, the Division of the Budget requested some analyses
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from the State Council In 1966 for budgeting formulae; In 1972, many 
of the same analyses were requested from the State Council. Such 
lags inhibit progress in the world of rapid technological development 
today.
General Conclusions 
Some general conclusions about the budgeting process as it 
applied to higher education were generated by the general inquiry into 
the hypothesis. These general conclusions were not limited by the 
stricter criteria used in presenting the study. First, there seemed 
to be at least two levels of budgeting, whether for higher education 
or other. One level consisted of a policy level where at least two 
key decisions were made: what was desired (or desirable) for the
budget to achieve and involved overall priorities; and what was fea­
sible when considering estimated available resources in comparison 
with requested resources. The first decision was analogous to the 
approach of program budgeting. The second was analogous to the incre­
mental approach to budgeting. Both decisions and approaches were 
valid, but were interrelated and could not truly be divorced from one 
another. The second level could be termed a technical level. At 
this level the decisions were made about how to implement the budget 
estimates, what allowed reasonable operating latitude, or flexibility, 
for subordinate agencies, and what constituted a reasonable, equitable 
distribution of resources based on policy-determined priorities. 
Formula budgeting fell into this second level. There has been
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considerable confusion about various kinds of budgeting, and this 
framework of levels may make it easier to sort the mass of material 
which has been published about budgeting. The idea of levels was not 
original. Wildavsky, Sharkansky, and Schick recognized a similar 
separation of policy from the rest of the budgeting process.
The discussion of levels led to a second conclusion that 
the Division of the Budget seemed to be evolving closer toward the 
technical level than to its status as policymaker relative to higher 
education. The growth of the State Council and the superimposition 
of the Office of Administration (later, Secretariate of Administration) 
aided this diminution.
The third conclusion grew out of the second. The State 
Council of Higher Education played an increasingly larger role in the 
allocation of resources for higher education, whether at the policy 
level or technical level. Its influence at the policy level was 
observed in its program and budget review functions, and in the 
consignment of new activities to it by the Governor and General 
Assembly. New activities with budgetary overtones included the allo­
cation of supplemental library funds and supervision of student aid. 
Other examples may arise in the future. At the technical level, the 
extended participation in developing budget formula represented the 
prime example.
The fourth conclusion concerned the slow progress made toward 
achieving a fully-operative automated data processing program for 
higher education. At the close of the period of this study, only a
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limited amount of budgetary information had been placed into computer 
storage and no analytical statistical programs existed. In similar 
fashion, the State Council had computerized much of its data, but 
evidenced virtually no programs for statistical analysis. The term 
"statistical analysis" is used in the modern sense where data are 
analyzed by mathematical, probabilistic techniques, rather than 
simple arithmetic calculations like percentages and averages.
The fifth conclusion was related to the previous one. A 
continuous statistical analytical capability was needed either for 
the Division of the Budget or for the legislature to perform the 
kind of higher education analyses not then available. An appropriate 
analytical capability required computerized programs for statistical 
analysis. It appeared that the analyses resulting from such programs 
would have been helpful to the Division of the Budget, the legislature, 
and the State Council. The hardware and technicians were available 
in the Division of Automated Data Processing. A need existed for 
persons qualified to marry the technical capacity to the desired 
analysis.
Possibilities for Further Inquiry
Some possibilities for further inquiry about the budgetary 
process and higher education in Virginia are offered. First, a 
history of the State Council of Higher Education could provide worth­
while insights about budgetary and other relationships between the 
State Council and other agencies. In similar fashion, a history of
the Division of Budget might reveal the priorities which higher edu­
cation has held relative to other functions or agencies. Second, 
there is a need for statistical research in specific functional areas 
of the higher education budget to determine formulae. For example, 
the relationship between faculty administrative positions and full­
time students could be analyzed. Third, a comprehensive study of 
legislative behavior, past and present, toward higher education seems 
worthwhile.
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ABSTRACT
STATE CONTROLLED HIGHER EDUCATION IN 
VIRGINIA AND THE BUDGETING PROCESS 
1950-1972: A MOVE TOWARD
FORMAL METHODS
The heavy financial burdens placed on state governments in the 
post-World War II era by burgeoning institutions of higher education 
precipitated the study of the budgetary process. The studies revealed 
a nationwide trend toward more centralized, formal, and rational 
approaches to budgeting for higher education. The question arises, "Is 
the Commonwealth of Virginia following the national trend?" Answering 
this question suggests the hypothesis that, if Virginia is following the 
national trend, the budgetary process would manifest a change toward the 
use of more formal budgeting methods. Formal budgeting methods were 
defined as: formula budgeting, automated data processing techniques,
management information systems, or program budgeting.
This study examines the hypothesis with respect to four cate­
gories of information— the philosophy, the powers, the structures, and 
the interagency relations— which would tend to support or reject the 
hypothesis. The background of formal budgeting is traced from 1607 to 
1950. Then the changes between 1950 and 1972 are examined.
The research was conducted by three primary methods: first, a
review of relevant literature, including the Executive Papers in the 
State Archives, two leading state newspapers, and official legislative 
documents; second, interviews with personalities involved with the bud­
geting for higher education; and, third, experience in the Division of 
the Budget at the State Capitol.
The conclusions of the study supported the hypothesis. First, 
philosophically, the Commonwealth of Virginia became committed to formal 
methods of budgeting for higher education. A system of formula bud­
geting and a system of information data collection were adopted and 
refined. An automated data processing capability was developed. The 
State made a commitment to program budgeting, but the results are not 
conclusive. Second, the change in statutory powers did not present a 
clear reinforcement of the hypothesis. Constitutional powers influenced 
the development of a formula for student aid. Third, certain structural 
changes were found to favor the hypothesis; and others, to disfavor it. 
Fourth, the growth of the supportive role of the State Council, the 
development of a more cooperative spirit between the Division of the 
Budget and the State Council, the acceptance of a common concept for 
formula budgeting, and development of favorable working relations 
between key state agencies favored the hypothesis. The lack of effec­
tive statistical analysis and a six- to eight-year lag for budgetary 
innovation disfavored the hypothesis. Finally, the Division of the 
Budget evolved toward a technical rather than policy function.
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